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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Proceeding on Motion of the Commission to
Implement a Large-Scale Renewable Case 15-E-0302
and a Clean Energy Standard

In the Matter of Offshore Wind Energy Case 18-E-0071

NYSERDA COMMENTS ON PETITIONS REQUESTING PRICE
ADJUSTMENTS TO EXISTING CONTRACTS

1. Introduction

The New York State Energy Research and Development Authority (NYSERDA) offers these comments
to the New York State Public Service Commission (Commission) in response to petitions by Empire
Offshore Wind LLC and Beacon Wind LLC (Empire/Beacon), Sunrise Wind LLC (Sunrise), the Alliance
for Clean Energy New York (ACE NY) and Clean Path New York LLC (CPNY, and together with
Empire/Beacon, Sunrise and ACE NY, the Petitioners) requesting price adjustments to their contracts
with NYSERDA for the sale of Renewable Energy Certificates (Petitions).!

On August 1, 2016, the Commission issued its Order Adopting a Clean Energy Standard (2016 CES
Order).? The Clean Energy Standard (CES) was designed to fight climate change, reduce air pollution,
and ensure a diverse and reliable low-carbon energy supply. In establishing the CES, the Commission
reaffirmed NYSERDA'’s role as the central clean energy procurement entity for the State of New York.

The Climate Leadership and Community Protection Act® (Climate Act), which was signed into law in
July of 2019, established State clean energy goals including that, among other targets, at least 70% of
New York’s electricity come from renewable energy sources such as wind and solar by 2030 (70x30) and
that the State develop 9,000 megawatts (MW) of offshore wind by 2035 (9x35). Consequently, the CES
programs were modified in 2020 via Commission Order* (2020 CES Modification Order) to advance the
new targets set forth in the Climate Act. NYSERDA, as administrator of the CES, supports the

! See Case 15-E-0302, Proceeding to Implement a Large-Scale Renewable Program and a Clean Energy Standard,
Petition of the Alliance for Clean Energy New York to Address Post COVID-19 Impacts on Renewable
Development Economics and Contract Considerations (filed June 7, 2023, revised June 12, 2023), Verified Petition
for Expedited Approval of Enhanced Offshore Renewable Energy Credits (filed by Empire Offshore Wind LLC and
Beacon Wind LLC on June 7, 2023, revised June 30, 2023), Verified Petition of Sunrise Wind LLC for an Order
Authorizing the New York State Energy Research and Development Authority to Amend the Offshore Wind
Renewable Energy Certificate Purchase and Sale Agreement (filed June 7, 2023) and Petition of Clean Path New
York LLC to Address Post-Covid Impacts and Associated Considerations Concerning the Tier 1 Eligible Generation
Component of Its Clean Energy Standard Tier 4 Renewable Energy Certificate Contract (filed June 14, 2023).

2 Case 15-E-0302, Proceeding to Implement a Large-Scale Renewable Program and a Clean Energy Standard, Order
Adopting a Clean Energy Standard (issued and effective August 1, 2016).

3 NYS Senate Bill 2019-5.6599 and NYS Assembly Bill 2019-A.8429; https://climate.ny.gov/

4 Case 15-E-0302, Proceeding to Implement a Large-Scale Renewable Program and a Clean Energy Standard, Order
Adopting Modifications to the Clean Energy Standard (issued and effective October 15, 2020).
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advancement of the 70x30 and 9x35 goals through the procurement of Renewable Energy Certificates
(RECSs) and Offshore Wind Renewable Energy Certificates (ORECS) (collectively, (O)RECsS).

NYSERDA offers these comments for the Commission to consider in the context of the Petitions.
Although there are differences among the requests sought by the Petitioners, the Petitions are all premised
on recent adverse inflationary pressures impacting the global economy as a whole, with acuity in the
renewable energy sector. NYSERDA has elected to address the substance of the Petitions filed by
Empire/Beacon, Sunrise and ACE NY collectively in these comments as the most comprehensive,
cohesive and efficient approach. These comments are not intended to address the Petition submitted by
Clean Pe;th New York (CPNY) in detail at this time but do provide some initial consideration of that
Petition.

These comments consist of the following:

Summary of the CES portfolio

Review of the market issues raised by the Petitioners

Analysis of Petitioners’ requested relief

Discussion of the potential impacts of no price adjustment being provided

Analysis of alternative price adjustments based on application of the inflation formulas from
NYSERDA'’s 2022 CES procurements

Summary of the potential impacts of the scenarios considered

Additional policy considerations

2. Summary of Clean Energy Standard Portfolio and Group of Petitioners

NYSERDA'’s Tier 1, Offshore Wind (OSW), and Tier 4 programs under the Renewable Portfolio
Standard and CES have awarded (O)REC purchase agreements to 138 projects totaling 15.3 gigawatts
(GW), enough to supply 34.5% of New York State’s estimated 2030 electric load using the 2020 Clean
Energy Standard Order load projection of 151,678 GWh (2030 Statewide Load).® With attrition
experienced to date, these programs currently include 120 projects totaling 14.5 GW (33.2% of 2030
Statewide Load). Project details are provided in Appendix A.

It should be noted that attrition is typical in any large-scale renewable generation portfolio and indeed has
been considered throughout the history of the CES. NYSERDA defines attrition as the termination of an
executed (O)REC agreement or the cancellation or withdrawal of an (O)REC award. Upon establishing
the original CES target of 50% renewable electricity by 2030 in the 2016 CES Order, an assumption of
10% attrition was factored into yearly anticipated procurement targets. When adopting the 70x30 target in
the 2020 CES Modification Order, the assumption was updated to 20% attrition. To date, the NYSERDA
Tier 1 portfolio has experienced approximately 6% attrition on a generation capacity basis. The OSW and
Tier 4 programs have not experienced attrition to date.

5 Accordingly, unless stated otherwise, references to “Petitioners” and “Petitions™ in Sections 3 through 8 below
should be read to refer collectively to Empire/Beacon, Sunrise and ACE NY and their Petitions, respectively.

6 Large-scale Renewable Projects Reported by NYSERDA: Beginning 2004. https://data.ny.gov/Energy-
Environment/Large-scale-Renewable-Projects-Reported-by-NYSERDA/dprp-55ye; Totals include projects awarded
in Renewable Portfolio Standard (2013-2016) and CES (2017-2021) solicitations and account for the split of 2016
Hecate Energy Greene County 1 into three separate projects and the split of 2017 award Baron Winds into 2 separate
projects. The Tier 4 capacity listed is the total capacity of Clean Path New York resources without Tier 1 awards to
avoid double-counting.



In its January 2023 Strategic Outlook,” NYSERDA estimated the State’s progress towards the 2030
CLCPA goal, including all existing, contracted, and awarded renewable generation, to be 66% of
estimated 2030 Statewide Load. The Petitioners account for 91 projects in the current NYSERDA
portfolio totaling 13.5 GW of renewable capacity, which would supply 24.6% of estimated 2030
Statewide Load. This includes the following breakdown: 4 OSW projects totaling 4.23 GW (11.8% of
2030 Statewide Load), 86 Tier 1 projects totaling 7.54 GW (10.0% of 2030 Statewide Load), and 1 Tier 4
transmission project totaling 1.75 GW (2.8% of 2030 Statewide Load).?

ACE NY petitioned on behalf of 86 Tier 1 projects in the NYSERDA portfolio, which total 7.54 GW
(10.0% of 2030 Statewide Load). Of these, three Tier-1 eligible projects totaling 0.06 GW (0.1% of 2030
Statewide Load) were awarded in 2016 under the Renewable Portfolio Standard during the pendency of
the adoption of the CES, 61 Tier 1 projects totaling 5.08 GW (6.9% of 2030 Statewide Load) were
awarded under the CES and have fully executed agreements, and 22 Tier 1 projects totaling 2.41 GW
(3.0% of 2030 Statewide Load) that were awarded as announced on June 9, 2022 but which as of the date
of the ACE NY Petition had not yet fully executed agreements.

3. Review of Market Issues Raised by Petitioners

The Petitions cite an unexpected and unforeseeable rise in inflation and supply chain costs and constraints
associated with, among other things, the COVID-19 pandemic and the Russian invasion of Ukraine.
Furthermore, the Petitioners state that the increased costs have eroded internal rates of return and have
therefore caused many in-development projects with NYSERDA awards to no longer be economically
viable under existing contract pricing terms.

The ACE NY petition cites multiple “severe and unforeseeable economic disruptions since fall 2021,”
including the COVID-19 pandemic, Russia’s invasion of Ukraine, and intractable supply chain
bottlenecks and labor constraints. ACE NY refers to these factors as “Post-COVID impacts” and states
they have led to multiple negative economic pressures and eroded the economic viability of projects
awarded under previous Tier 1 solicitations. Specifically, ACE NY states in its petition:

From 2017 to 2021, “overnight capital costs for solar and land-based wind projects were
declining and conservative projections by reputable sources demonstrated it would have been
reasonable and justifiable for developers to expect this downward trend to continue.” Inflation
projections also remained low throughout this time period.

The resulting Post-COVID Impacts caused inflation (PPI) levels to increase by approx. 10.7%
and interest rates to climb to “more than twice as high as the highest annual average [Effective
Federal Funds Rate] of 2.2% observed in any year for the ten-year period from 2011-2021.”
Growing demand for renewable energy projects nationwide “has exacerbated inflation for
renewable project cost components relative to broader inflation levels.”

Empire/Beacon similarly states in their petition that inflation has had a material negative impact on
project viability for the offshore wind projects they are developing in New York, manifested by materially
reduced internal rates of return. The petition states that “the principal drivers of the unforeseeable
increases in Project costs are unprecedented global and regional supply chain bottlenecks, on top of the
upward pressures on price due to the current global inflationary environment and increases in the cost of

" Toward a Clean Energy Future: A Strategic Outlook 2023-2026 report, NYSERDA (January 2023);
https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-Reports/Strategic-Outlook

8 The CPNY Tier 4 project utilizes resources which may also have a Tier 1 contract. Including those resources, the
CPNY project total size is 3.36 GW (5.2% of 2030 Statewide Load). However, it would be incorrect to include these
resources as part of CPNY for the purposes of this tally as they would be double counted as both Tier 1 and Tier 4.
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capital, driven by rising interest rates.” Furthermore, the petition cites public reports indicating increases
in CPI and even higher increases in the prices of electrical equipment and increases in onshore wind PPA
prices.

Sunrise states in its petition that unanticipated, extraordinary economic events beyond the projects’
control have upended its careful financial development planning including increases in capital costs in
part due to increased nameplate capacity, increased component costs, and increased transportation and
installation costs, all of which have eroded the internal rate of return for the project under its current
contract with NYSERDA. The petition goes on to state that inflation has been significantly higher than
the 2% assumed during Sunrise’s bid to NYSERDA and well above historical highs. Additionally, the
Sunrise petition states that interest rate hikes have resulted in significant increases to the cost of capital
necessary to finance the project and the resulting required financial return for investors. Sunrise states that
supply chain disruptions are also impacting project development and that those disruptions, coupled with
high demand from other markets, have significantly increased project material and equipment costs.

In summary, the three Petitions cited similar megatrends, including unforeseen inflation and supply chain
bottlenecks, as the primary drivers of eroding renewable energy project economics and the underlying
justification of the Petitions. This section analyzes the validity of these claims through NYSERDA’s
internal analysis, as well as based on the review conducted by Industrial Economics® (IEc) of both
inflation and supply chain trends. IEc’s full findings are included in Appendix B of these comments.

3.1 Review of Historical Inflation and Inflation Expectations

The Petitions cite unusually high inflation as the primary reason why adjustments to existing contract
terms are warranted. To evaluate this claim, IEc examined three key questions:

1. What was the trend in inflation between 2016 and early 2023 relative to inflation levels typically
seen in the United States (i.e., near the Federal Reserve’s target of 2% annually)?

2. To what degree would the Petitioners have been able to anticipate such unusually high inflation
based on inflation forecasts available at the time of their proposal submissions?

3. What were the causes of any unusually high inflation over this time period, and are these causes
consistent with representations made by the Petitioners?

In conducting its analysis, IEc relied on multiple metrics to review claims pertaining to inflation,
including:

Measures of economy-wide inflation over the 2016-2023 period. These include, but are not
limited to, the Gross Domestic Product Implicit Price Deflator (GDP Deflator) published by the
Bureau of Economic Analysis (BEA), the Producer Price Index (PPI), and price indices designed
to track the costs of labor and of construction projects of which labor is a major cost component.
Prices specific to renewable energy investments which include commaodities and raw materials
used specifically in utility scale solar, onshore wind, and offshore wind projects.

Renewable power purchase agreement (PPA) price trends.

® Industrial Economics, Incorporated (IEc) provides subject matter expert analysis to government decision makers
and regulators, corporate strategic partners, trade associations, and other clients. 1Ec’s qualifications and experience
are further discussed in Appendix B. https://indecon.com/.
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Accordingly, the IEc analysis yields several main conclusions about inflation since 2016 and its impact on
renewable energy projects:

High inflation was prevalent from mid-2021 through mid-2023 across the renewable energy
supply chain and was largely unexpected for projects solicited between 2016 and 2020 — While
input prices have stabilized in 2023, they are still higher than what was forecasted prior to the
inflationary period. A counterfactual analysis shows that, in early 2023, the actual price level, as
measured by the GDP Deflator, was 9% higher than it would have been had inflation remained at
2% between January 2021 and March 2023.

Inflation was significantly higher than normal between 2021 and early 2023— Inflation of
goods, services, labor, and key components relevant to solar, onshore wind, and offshore wind
projects all increased between 2021 and early 2023 by more than what pre-2021 trends indicated.
The main drivers of inflation over this period materialized after a period of severe and
unprecedented economic uncertainty; large swathes of the U.S. economy remained locked down
throughout 2020 and effective COVID-19 vaccines were distributed in early 2021.

Extent of inflation was unforeseeable for project developers — Given actual inflation data,
inflation expectations at the time, and the Federal Reserve’s actions that Petitioners bidding
between 2016 and 2020 observed, it is reasonable to conclude that the high and persistent
inflation that followed in 2021-2023 was unforeseeable for the solicitations occurring between
July 2016 and October 2020. For projects bid in August 2021, based on inflation data in inflation
forecasts available at the time, it would have been realistic for developers to expect short-term
and long-term levels of inflation that were higher than what could have been reasonably predicted
prior to 2021 (i.e., higher than inflation observed between 2016 and early 2021 and higher than
the Fed's target of 2% per year) but lower than the observed price increases that followed after
August 2021. The inflation that occurred in late 2021 and through 2022 was significantly higher
than what forecasters were predicting as of August 2021.

IEc concludes that its independent analysis is “consistent with the representations made by the Petitioners
that the inflation observed between 2021 and 2023 was unpredictably high and persistent.”

3.2 Review of Renewable Energy Supply Chain Dynamics

In agreement with Petitioners’ claims that supply chain bottlenecks are a key contributor to higher
renewable energy prices, IEc’s analysis concludes that “supply chain constraints [do] threaten the
financial viability of renewable energy projects.” The IEc report attached in Appendix B goes on to
explain that:

“Significant tension between two economic forces is pushing renewable energy
development prices in opposite directions. On one hand, prices of frontier technologies
such as those used in renewable energy generation typically decrease over time, as
industries mature, achieve economies of scale, and incentivize competitors to join the
market. On the other hand, persistent supply chain constraints and inflationary pressures in
renewable energy sectors are pushing prices higher and could potentially offset or outweigh
the secular downward trend in prices driven by efficiency gains in these sectors. It is
uncertain if supply will keep pace with the heightened global demand for clean energy to
alleviate the inflationary pressures specific to solar, onshore wind, and offshore wind
development.” *°

10 Appendix B, page 5 and page 36.



Indeed, power purchase agreements (PPAS) for wind power in North America increased on average by
~142%, and for solar power by ~64%, between the third quarter of 2018 and the second quarter of 2023
according to offer price data compiled by LevelTen Energy and referenced in the IEc report in Appendix
B.™ These price increases are partly due to general inflation and other drivers, but another notable
contributing factor are supply chain dynamics, which differ across various renewable energy
technologies. As described by IEc, “constrained supply chains cannot match the insatiable global demand
for renewable energy, resulting in higher costs for solar, onshore wind, and offshore wind projects.” *2

In the solar industry, solar modules have experienced significant additional headwinds due to module
pricing and deliverability uncertainty as a result of trade policy, specifically a U.S. Department of
Commerce (DOC) investigation into circumvention of anti-dumping and countervailing duties by
suppliers in four Southeast Asian countries, for which the DOC issued its final determination on August
17, 2023, and the detention of modules in U.S. ports of entry as a result of the Uyghur Forced Labor
Prevention Act. Both of these actions have increased demand for unaffected modules and source
components resulting in higher pricing and extended delivery schedules for solar projects including
several Tier 1 projects that commenced construction in 2022. IEc concludes that the “domestic solar
industry has had to navigate varying and unpredictable trade policy actions [...][ to impose tariffs on
imports first from China and then from other Southeast Asian nations,” and describes these issues as
potential ongoing headwinds for utility-scale solar development due to the fact that the supply chain of
solar components is concentrated and vulnerable to disruptions in China. Seven of the top ten suppliers of
polysilicon are based in China and collectively hold 80% of global polysilicon capacity.*® The exposure
for American developers is particularly worrisome given the ongoing economic disputes between China
and the U.S.** And while the Inflation Reduction Act of 2022 is intended to provide economic
incentives for the United States to create energy independence via the creation of solar supply chain
manufacturing, it will likely take several years to stand-up the supply chain required to supply the Tier 1
portfolio due to the amount of the solar supply chain currently controlled by the rest of the world.

The offshore wind industry is witnessing constrained supply chains as well, albeit different from those
applicable to the solar industry. IEc researched the supply chain dynamics of offshore wind development
and concluded that “the supply chain constraints observed between 2021 and 2023 were unexpected and
that these constraints are likely to persist until at least 2030.” In Europe, for example, Russia’s invasion of
Ukraine in early 2022 drove several European countries to heighten their energy security and energy
independence policies, including the rapid acceleration of renewable energy deployment (e.g. the
REPowerEU plan and European Gas Demand Reduction Plan developed by the European Commission in
2022). IEc argues that ambitious and increasing government targets in the U.S. and Europe for clean

11 PPA Price Index Executive Summary North America, Q2 2023. 2023. LevelTen Energy.
https://www.leveltenenergy.com/ppa

12 Appendix B, page 37.

13 Bettoli, A., et al. (2023, February 17). Renewable-energy development in a net-zero world: Disrupted supply
chains. McKinsey and Company. https://www.mckinsey.com/industries/electric-power-and-natural-gas/our-
insights/renewable-energy-development-in-a-net-zero-world-disrupted-supply-chains.

14 Lin, L. (2023, August 11). China's Options for Retaliation Are Few After U.S. Investment Ban. The Wall Street
Journal. https://www.wsj.com/articles/chinas-options-for-retaliation-are-few-after-u-s-investment-ban-
f539102e?page=1.

15 Liang, A., N. Marsh. (2023, August 2). Gallium and germanium: What China’s new move in microchip war
means for world. British Broadcasting Corporation. https://www.bbc.com/news/business-
66118831?at_campaign_type=owned&at_objective=awareness&at_ptr_type=email&at_ptr_name=salesforce&at e
mail_send_date=20230808&at_send_id=3958514&at_link_title=Type-Article_Name-
Gallium+and+germanium+What+Chinas+new+move+in+microchip+war+means+for+world_Sponsor-
Undefined_Social-Website_Topic-Semiconductors_Value-Free_Event-Undefined_Language-en_Placement-

4L ocation-hyperlink&at_bbc_team=crm.



energy generation by the end of the decade have been increasing the demand for offshore wind and that
growing global demand for offshore wind is expected to outpace supply of key components and
exacerbate existing supply chain constraints. These bottlenecks are evident across the entire offshore wind
supply chain, including turbines, vessels and foundations.

At the same time, as further described below, offshore wind Original Equipment Manufacturers (OEMS)
are facing severe financial pressures due to the inflationary and supply chain bottlenecks described above
and are responding by including some form of inflation adjustment or commodity index in their contracts
with developers as a way of hedging manufacturing cost risks.

Since May 2022, there has been considerable coverage of the offshore wind industry’s operating
challenges and considerable net losses, with a particular focus on the performances of Siemens Gamesa,
Vestas, and GE, among others. Reporting on the industry’s underwhelming financial performance has
come from mainstream media outlets (the New York Times, Washington Post and BBC), financial outlets
(including the Financial Times, Bloomberg, CNBC and Barron’s), and industry-specific outlets
(Windpower Monthly, Recharge and reNews).

Reuters'® — covering Siemens Energy's announcement that quality issues in Siemens Gamesa’s recent
wind turbine models are expected to cost the firm at least $1 billion — noted that Vestas (€1.57 billion
euros), GE (€2.05 billion), Siemens Gamesa (€0.94 billion) and Nordex (€0.5 billion) had combined
losses exceeding 5 billion euros in 2022. Coverage in The New York Times,!” CNBC,*® and Financial
Times™ highlighted how many of the financial headwinds causing Siemens Gamesa, Vestas and GE’s
sizable losses were industry-wide issues, including rising costs for labor, materials and shipping; supply
chain crunches; lengthy project approvals; and increasing competition from China. Highlighting the price-
and-demand issues facing offshore wind manufacturers, the Chief Executive of Vestas was quoted by the
New York Times? stating that the company takes an 8% loss on each turbine sold. In looking at major
offshore wind manufacturers’ 2023 performance to-date and future guidance, many outlets reported on
continued negative outlooks. For example, Bloomberg? reported that Siemens Energy expects €4.5
billion in net losses in 2023, driven by the poor performance of Siemens Gamesa, while Windpower
Monthly? reported that continued losses are harming the firm’s investment. Similarly, Seeking Alpha®
covered Vestas’ reported net loss of €115 million in Q2 2023 (compared with a net loss of €119 million in

16 Reuters (July 7, 2023). Analysis: Siemens Energy's turbine troubles rattle wind sector.
https://www.reuters.com/business/energy/siemens-energys-turbine-troubles-rattle-wind-sector-2023-07-07/

1" New York Times (August 7, 2023). Offshore Wind Runs Into Rising Costs and Delays.
https://www.nytimes.com/2023/08/07/business/offshore-wind-costs-delays.html

18 CNBC (April 27, 2023). From GE to Siemens, the wind energy industry hopes billions in losses are about to end.
https://www.cnbc.com/2023/04/17/from-ge-to-siemens-wind-energy-hopes-its-crisis-is-about-to-end.html

19 Financial Times (January 29, 2023). Europe’s wind industry flags further weakness in 2023 despite energy
demand. https://www.ft.com/content/74ff8ff7-8009-413a-8f2e-2a3¢c34695d78

20The New York Times (November 22, 2022). Europe’s Wind Industry Is Stumbling When It’s Needed Most.
https://www.nytimes.com/2022/11/22/business/wind-power-europe.html

21 Bloomberg (August 7, 2023). Siemens Energy Sees €4.5 Billion Hit, Wind Losses Prompt Review.
https://www.bloomberg.com/news/articles/2023-08-07/siemens-energy-reviews-wind-business-on-seeing-4-5-
billion-loss#xj4y7vzkg

22 Windpower Monthly (April 25, 2023). Continuing losses ‘may derail investments needed for EU wind goals’ —
Siemens Gamesa. https://www.windpowermonthly.com/article/1820687/continuing-losses-may-derail-investments-
needed-eu-wind-goals-%E2%80%93-siemens-gamesa

23 Seeking Alpha (August 9, 2023). Vestas posts Q2 earnings miss but keeps full-year sales guidance.
https://seekingalpha.com/news/3999925-vestas-posts-g2-earnings-miss-but-keeps-full-year-sales-guidance
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Q2 2022), and reNews** noted that GE Vernova filed a loss of $359 million in Q2 2023 (compared with a
loss of $419 million in Q2 2022). In related coverage, Reuters® noted that GE Vernova’s last profitable
quarter was Q3 2020.

In response to continued losses and increasing cost pressures, offshore wind turbine manufacturers — and
developers — have begun shifting their pricing structure to be more closely aligned, or even indexed, to
inflation. While previous wind turbine orders were not necessarily indexed to inflation (CNBC),?
Reuters®’ reported that wind turbine manufacturers have attempted to mitigate the impact of higher
inflation by raising prices, noting that Vestas and Siemens Gamesa have increased their average selling
prices by 10+ percentage points over the past year?®. In Massachusetts, CommonWealth Magazine®
reported that every offshore wind developer and equipment supplier, including Siemens Gamesa, VVestas
and GE, advocated in filings with the state’s Department of Energy Resources for the integration of a
mechanism to adjust prices in line with inflation and interest rate hikes.

3.3 Review of Interest Rates Expectations

In addition to inflation and supply chain constraints, Petitioners pointed to the sharp increase in interest
rates since the time of bid which have led to higher cost of capital to finance projects, and ultimately
impact the economic viability of projects. IEc reviewed these claims in Appendix B and concluded the
following:

“In our view, it would not have been reasonable for developers to assume stability in interest rates at the
time of their bids. In contrast to inflation, which the Fed seeks to keep at or near the 2 percent target,
interest rates are subject to change due to both market conditions (e.g., based on the outlook for the U.S.
economy) and policy changes by the Fed to manage inflation and keep the economy at or near full
employment. The four-year period prior to the COVID-19 pandemic illustrates that interest rates are
subject to change over a relatively short period of time [...] [and] are also within historical norms [...]
Similarly, the rate at which interest rates recently changed is also precedented, with historical examples
including the sharp decline in the Federal Funds rate between July 2007 and November 2008, the decline
between December 2000 and December 2001, and the increase in the Federal Funds rate between July
1980 and December 1980.7%°

Based on that analysis, it does not appear reasonable for developers to have assumed that a low interest
rate environment would persist throughout the period in which their projects were to be financed, given
that both the levels of interest rates witnessed today and the rate at which rates recently changed are
indeed precedented.

24reNews (July 25, 2023). GE Vernova closes Q2 losses at renewables business. https://renews.biz/87173/ge-
vernova-closes-g2-losses-at-renewables-business/

% Reuters (January 24, 2023). GE profit forecast disappoints amid troubles at renewable energy business.
https://www.reuters.com/business/ge-forecasts-weak-2023-profit-2023-01-24/

26 CNBC (July 3, 2023). Wind turbine troubles have sent one stock tumbling. There are fears it could be a much
wider issue. https://www.cnbc.com/2023/07/03/siemens-energy-wind-turbine-problems-could-be-an-industry-wide-
issue.html

27 Reuters (June 23, 2023). Explainer: Why the wind power industry has hit turbulence.
https://www.reuters.com/business/energy/why-wind-power-industry-has-hit-turbulence-2023-06-26/

28 Reuters (May 5, 2022). Focus: Wind turbine makers struggle to find pricing power.
https://www.reuters.com/business/energy/wind-turbine-makers-struggle-find-pricing-power-2022-05-05/

29 CommonWealth Magazine (March 13, 2023). Offshore wind industry united on pricing adjustments.
https://commonwealthmagazine.org/energy/offshore-wind-industry-united-on-pricing-adjustments/

%0 Appendix B, page 54.



3.4  Approaches to Economically Challenged Renewable Energy Projects in Other Jurisdictions

In addition to the analysis above, IEc performed a survey of publicly available data to identify other
markets in which price relief due to inflationary pressures have been submitted for renewable projects.
Their report includes a summary of the inflationary relief sought, cost estimates where available, and the
key decisions made by the relevant authorities in each jurisdiction.

Requests for inflationary relief on clean energy projects have been submitted in several jurisdictions
across the U.S. including, but not limited to, California, Connecticut, Hawaii, Indiana, Maine, Maryland,
Massachusetts, Michigan, New Jersey, New Mexico, and Rhode Island. Affected technologies included
offshore wind, solar, and storage. The outcomes of the requests vary across jurisdictions due to the
statutory structure under which they were procured and/or contracted. The number of similar requests in
other jurisdictions, each with their own unique renewable energy incentive programs and goals, shows the
industry-wide impacts of these inflationary pressures and indicates that the Petitions submitted to the
Commission are not the result of market conditions that are specific to New York. While project-specific
summaries are provided in the attached IEc memo in Appendix B, IEc found in summary that:

Regquests for inflationary relief are not unique to New York: Requests for inflationary relief on
clean energy projects have been submitted in several jurisdictions across the U.S. for a variety of
clean energy technologies. Thus, New York’s receipt of the Petitions from project developers is

unlikely to reflect any characteristics specific to the State’s clean energy programs but instead is
consistent with contemporaneous requests in other jurisdictions.

Processes and outcomes vary across jurisdictions: The requests for relief and subsequent
responses of state governing bodies do not follow a consistent pattern across jurisdictions. For
example, petitions were approved in some jurisdictions and rejected in others. Similarly, in some
jurisdictions the state legislature intervened to provide relief through legislation, while
legislatures in other jurisdictions took no action. Factors such as deadlines for reaching renewable
energy targets, the amount of relief requested, the flexibility that state decision-making authorities
had to change contract terms, and the willingness of these decision-making bodies to let projects
be withdrawn played a role in the outcomes seen across jurisdictions.

In some cases, projects have been withdrawn: Although outcomes for inflationary relief have
varied across projects and jurisdictions, some projects have been withdrawn. This confirms that
inflationary pressures, at least in some cases, have adversely affected the economic viability of
projects.

In addition to addressing unforeseen inflation of existing contracted projects, some jurisdictions have
recognized the unforeseen inflationary environment and implemented an inflation adjustment mechanism
for future projects. For example, New Jersey and Ireland have included inflation adjustment mechanisms
in their latest offshore wind solicitations launched in 2023. Connecticut and Massachusetts are evaluating
inclusion of similar inflation adjustment mechanisms in their upcoming offshore wind solicitations,
expected to launch later in the year.

3.5  Conclusion of Market Dynamics Review

In conclusion, review of the Petitioners’ claims through NYSERDA'’s internal analysis with support of
the independent information provided by IEc shows that the costs to develop clean energy generation
projects have increased materially. These market conditions, driven in large part by increased demand for
raw materials, an increased demand for large-scale renewable energy caused primarily by the COVID-19
pandemic and the war in Ukraine, as well as supply chain constraints and bottlenecks, are unprecedented



in recent history, outside of reasonable developer control, and were unforeseeable at the time of each bid.
These renewable energy market conditions are global in nature, and their impacts are not unique to New
York.

With regards to petitioners’ claims that high interest rates were unforeseen, it does not appear reasonable
for developers to have assumed that a low interest rate environment would persist throughout the period
in which their projects were to be financed, given that the levels of interest rates witnessed today are
indeed precedented.

4, Analysis of Petitioners’ Requested Relief

This section describes the relief requested in each Petition, along with NYSERDA’s analysis of the
change in strike prices® that would occur if the relief were approved by the Commission, offered to
developers, and implemented in NYSERDA's contracts.®

In summary, the Petitioners proposed the following adjustments, which are described in further detail
below:

Sunrise requested that an inflation adjustment and interconnection cost adjustment mechanism
similar to those included in NYSERDA's third OSW solicitation, ORECRFP22-1 (NY3), be
applied to its price. As shown below, the interconnection cost adjustment is estimated to have a
significantly smaller impact on price than the inflation adjustment.

Empire/Beacon requested multiple adjustment mechanisms, namely (i) an inflation adjustment
similar to that offered in NY3, but applying higher weighting resulting in a greater adjustment
and different milestone adjustment dates, (ii) a CPI-based escalator for the duration of the
contract tenor of the Empire Wind 2 and Beacon Wind agreements, (iii) an interconnection cost
adjustment similar to that proposed by Sunrise but with a higher weighting, leading to a larger
adjustment, and (iv) an extension of the contract term of the Empire Wind 1 agreement. As shown
below, these requested adjustments lead to a materially higher increase in price than those
requested by Sunrise.

ACE NY proposed price adjustment mechanisms for solar and onshore wind projects based on
changes in technology-specific indices and interest rates. As discussed further below and in
subsequent sections, these proposed adjustments result in a significantly greater price adjustment
than those that would result if the inflation adjustment formula in the 2022 Tier 1 solicitation,
RESRFP22-1 (22T1) were applied.

4.1 Requested Relief — Sunrise Wind

Sunrise Wind proposes amending its agreement with NYSERDA to incorporate inflation and
interconnection cost adjustments comparable to those included in NY3. The details of the NY3 inflation
adjustment mechanism are described below in Section 6.

3L All projects that are the subject of the Petitions use index (O)REC pricing, and therefore the strike price is the
variable that would be adjusted by a pricing adjustment.

32 As administrator of the CES, NYSERDA retains authority to modify contracts in a reasonable manner due to
issues that arise in the course of project development and implementation. However, the pricing of the contracts was
established by a competitive process whose parameters were set forth by Commission orders and given the material
implications of the requested relief on pricing, it would be inappropriate for NYSERDA to proceed with offering
any material amendments to pricing terms without express authorization from the Commission.

-10-



Second, Sunrise Wind proposes allowing for a unitized value representing 75% of the project’s
incremental interconnection costs to be added to the OREC strike price. Sunrise Wind references
projected interconnection and transmission upgrade costs of $22 million at the time the project was
proposed. Sunrise Wind proposes to use this $22 million value as the baseline for an interconnection cost
adjustment and indicates that the current cost estimate to interconnect the project is $115 million.

4.2  Requested Relief — Empire/Beacon

Empire/Beacon proposes amending its agreements with NYSERDA for Empire Wind 1, Empire Wind 2
and Beacon Wind to incorporate multiple adjustment mechanisms. First, for all three projects,
Empire/Beacon proposes to utilize an inflation adjustment mechanism similar to that in NY 3, with the
sum of the weights of the index components increased to 100% from 80%, eliminating the 20% fixed
component in the NY3 formula:

OREC,q; = ORECyq

Index Index jcati Index
y (0-375 % tLabor +0.3125 x tFabrication +0.125 X tSteel
Indexgqpor Indexgraprication Indexgsteer
Index Index
+0.125 x LD 4 0.0625 X w)
IndexgyLsp Indexgcopper

where:
OREC,q; is the Index OREC Strike Price after adjustment
ORECiq is the Index OREC Strike Price included in the applicable OREC Agreement

Index;g (for each commodity or component) is the average of the last six months or two
quarters of published data available as of the final request for proposals (RFP) revision
prior to the Proposal Submission Deadline

Index, (for each commodity or component) will be calculated as the average of the
monthly or quarterly values for the six months prior to the date this Petition is filed time
of the Petition (for Empire Wind 1 and Empire Wind 2) or the date the Project receives
approval of its Construction and Operations Plan (COP) from BOEM (for Beacon Wind)

For Empire Wind 1 and Empire Wind 2, Empire/Beacon proposes to apply the inflation adjustment based
on the date of its Petition (June 7, 2023), rather than the average of the three months before and after COP
approval as is used for the NY3 mechanism. For Beacon Wind, Empire/Beacon proposes to apply the
inflation adjustment based on the date of COP approval, currently expected in 2025. In both cases,
Empire/Beacon proposes that the adjustment milestone index values will be calculated as the average of
the monthly or quarterly values for the six months prior to the relevant date.

Second, Empire/Beacon proposes to add an annual escalator to the Empire Wind 2 and Beacon Wind

agreements that would adjust the OREC strike price each year during the contract tenor based on a CPI
escalator:

1
ORECContract Year = ORECContract Year—1 X (1 + E CPIContract Year—l)

where:
OREC contractrear 15 the Index OREC Strike Price in the current Contract Year
OREC conracrvear-1 1S the Index OREC Strike Price during the preceding Contract Year
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Third, Empire/Beacon proposes to apply the NY3 interconnection cost and savings sharing adjustment
mechanisms to all of its three projects. The proposed Interconnection Cost Allocation Baselines are $48
million for Empire Wind 1, $358 million for Empire Wind 2 and $83 million for Beacon Wind.
Empire/Beacon provided the following information regarding current estimates of interconnection costs
to NYSERDA, emphasizing that these are estimates only and may change: (i) for Empire Wind 1, $53
million; (ii) for Empire Wind 2, interconnection costs are still quite uncertain but are expected to fall
within a range of $620 million to $720 million; for Beacon Wind, $200 million. Empire/Beacon proposes
that a unitized value representing 80% of the project’s incremental interconnection costs be added to the
OREC strike price.

Fourth, for Empire Wind 1 only, Empire/Beacon proposes to extend the term of the agreement by 5 years,
from 25 years to 30 years, while extending the Outer Limit Date in the agreement by 5 years as well.

4.3 Requested Relief - ACE NY

ACE NY’s proposed price adjustment mechanisms are differentiated by technology. Different formulas
are proposed for solar and land-based wind.

4.3.1 Requested Relief — ACE NY.: Solar Adjustment Mechanism
The proposed solar adjustment mechanism formula is:

RECqqj = REC,yig

Index Index Index
x| 0.40 % T.Mod +017 % TEPSTM | (50 x T Steel
(14 MEF) X Indexg poqa Indexg gpstu Indexp steer
IndexT Construction)
+ 0.23 X d xAdj % Adj
IndexB,Construction Ibe L

where:
REC,q is the Index REC Strike Price after adjustment
REC,ig is the Index REC Strike Price included in the applicable REC Agreement

Indexp (for each commodity or component) is the average of the last six months of
published data available prior to the Bid Proposal Submission Deadline

Indexr (for each commodity or component) will be calculated as the average of the
monthly values for the six-month period comprising the three months prior to and
following the commencement of Construction Activities

MEF is the Module Expectation Factor
ADJpc is the adjustment factor for interest during construction
ADJr is the adjustment factor for term loan interest
This formula applies an adjustment to 100% of the initial strike price using a composite of indices

specified by ACE NY. The following table identifies the publicly available index or market price that
would be used for each commodity or component.
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Table 1. ACE NY Solar Price Adjustment Components

Component Full Title and Source

Annual photovoltaic module shipments, average value (dollars per
Module (Mod) peak watt).

Form EIA-63B, Table 3

Electric power and specialty transformer mfg (PCU335311335311)
Bureau of Labor Statistics, PPI Industry Data

Steel product mfg from purchased steel (PCU3312--3312--)
Bureau of Labor Statistics, PPI Industry Data

New nonresidential building construction, Northeast

Construction (PCU2365002365001)

Bureau of Labor Statistics, PPI Industry Data

EPSTM

Steel

Additionally, ACE NY has proposed that the module index should be further adjusted to account for the
difference between how much bidders expected that the index would decrease in the future at the time of
each solicitation. ACE NY provided values for this “Module Expectation Factor” in the 2017, 2019 and
2021 solicitations in the Petition and provided values for the other solicitations to NYSERDA. The factor
for each solicitation is listed below:

Table 2. Module Expectation Factors by Solicitation

Solicitation Module Expectation Factor
3257 -35%
RESRFP17-1 -45%
RESRFP18-1 -44%
RESRFP19-1 -45%
RESRFP20-1 -37%
RESRFP21-1 -20%

Finally, ACE NY proposes the inclusion of two adjustment factors based on interest rates, as indicated by
the Effective Federal Funds Rate (“EFFR”). The following formulas are derived from paragraph 65 of the
PA Affidavit.

Adjipe = 1+ 0.7 X (Indexy grrr — Indexg grrg)

AdjTL = 1 + 13 X (IndexT‘EFFR - IndexB'EFFR)
For purposes of the Indexr and Indexg values for the EFFR, NYSERDA calculated the average of the
daily rates during the six-month averaging periods as published by the Federal Reserve Bank of New

York.®

4.3.2  Requested Relief — ACE NY: Land-Based Wind Adjustment Mechanism
The proposed land-based wind adjustment mechanism formula is:

3 Federal Reserve Bank of New York. (2023, August). Effective Federal Funds Rate. The Federal Reserve.
https://www.newyorkfed.org/markets/reference-rates/effr
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RECaqj = RECyyig

Index Index
X <0.52 X —TEPSTM | 9 19 x — 15l 4 .15 x
I ndexB,EPSTM 1 ndexB,Steel I ndexB,Turbine

> X Adjipc X Adjry,

IndexT,Turbine

IndexT,Construction IndexT,Cement

+ 0.08 x + 0.06 x

IndexB,Construction IndexB,Cement

where:
REC,q 1s the Index REC Strike Price or Fixed OREC Price after adjustment

REC,,;4 is the Index REC Strike Price or Fixed OREC Price included in the applicable
REC Agreement

Indexg (for each commodity or component) is the average of the last six months of
published data available prior to the Bid Proposal Submission Deadline

Indexr (for each commodity or component) will be calculated as the average of the
monthly values for the six-month period comprising the three months prior to and
following the commencement of Construction Activities

ADJpc is the adjustment factor for interest during construction

ADJy; is the adjustment factor for term loan interest
This formula also applies an adjustment to 100% of the initial strike price using a composite of indices
specified by ACE NY and is similar to the proposed solar adjustment mechanism, with a different
technology-specific composite of indices and without the Module Expectation Factor adjustment. The

following table identifies the publicly available index or market price that would be used for each
commodity or component.

Table 3. ACE NY Wind Price Adjustment Components

Component Full Title and Source
EPSTM Electric power and spec_ialty transformer mfg (PCU335311335311)
Bureau of Labor Statistics, PPI Industry Data
Steel Steel product mfg fro_m_purchased steel (PCU3312--3312--)
Bureau of Labor Statistics, PPI Industry Data
Turbine Turbine and turbine generator set units mfg (PCU333611333611)

Bureau of Labor Statistics, PPI Industry Data

New nonresidential building construction, Northeast
Construction (PCU2365002365001)

Bureau of Labor Statistics, PPI Industry Data

Cement and concrete product manufacturing (PCU3273—3273--)
Bureau of Labor Statistics, PPI Industry Data

Cement

4.4 Impact of Requested Relief on Strike Prices

Set forth below is NYSERDA'’s analysis of the impact on strike prices of the relief requested by Sunrise,
Empire/Beacon, and ACE NY, including a description of the methodology and assumptions used to
calculate these results.

4.4.1 Requested Relief Strike Price Estimates: Methodology and Assumptions

Based on the information presented in the Petitions, NYSERDA calculated the impact on strike prices of
implementing the requested relief described above based on the latest publicly available data for each
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applicable index. For Empire Wind 1 and Empire Wind 2, the analysis below assumes adjustment as of
the Petition date, as proposed by Empire/Beacon. For the other agreements (whose proposed milestone
adjustment dates have not yet occurred), the analysis presented below utilizes the average of the values
for the most recent six months of available data for each applicable index as a proxy for the assumed
value of the index as of the adjustment date.

The price adjustment mechanisms requested by the Petitioners are linked to commaodity index trends, and
they therefore can result in either an increase in the strike price or a decrease in the strike price, depending
on whether the composite index is higher or lower at the adjustment milestone than at the time of bid
submission. In all cases - except for Empire/Beacon’s proposal regarding Empire Wind 1 and Empire
Wind 2 - the milestone adjustment dates have not yet occurred. If the indices decrease below the baseline
values, the strike prices would decrease from their original values, further benefiting ratepayers.

Inversely, to the extent that these indices increase, the strike prices would increase (which would increase

ratepayer cost commensurate with commodity index changes but would help protect project economics
and allow projects to develop as planned).

Historically, the indices have moved up and down, as shown in the following figures. The ACE NY solar

composite index figure does not include the effect of the Module Expectation Factor, and the interest rate
adjustments index is shown separately.

Figure 1. Offshore Wind Indices in Requested Relief
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Figure 2. ACE NY Solar Composite Index
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Figure 3. ACE NY Wind Composite Index
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Figure 4. Effective Federal Funds Rate
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The following table presents the baseline index averaging period for each solicitation. For current index
values, the averaging period of February through July 2023 is used for monthly series and January
through June 2023 is used for quarterly series. The exception is ACE NY’s module index, which is only
available through May 2023, therefore the current index value is the average of December 2022 through
May 2023.

Table 4. Baseline Index Averaging Periods for each Solicitation

Solicitation Baseline Index Averaging Period

ORECRFP18-1 | Empire Wind 1: July through December 2018
Sunrise Wind: August 2018 through January 2019

ORECRFP20-1 | March through August 2020 (monthly series), January through June 2020 (quarterly
series)

3257 November 2015 through April 2016

RESRFP17-1 March through August 2017

RESRFP18-1 February through July 2018

RESRFP19-1 March through August 2019

RESRFP20-1 April through September 2020

RESRFP21-1 February through July 2021

For purposes of evaluating the offshore wind Petitioners’ requested interconnection cost sharing
adjustments, NYSERDA estimated the cost adders based on the following calculation:

ICSA = Interconnection Cost Sharing Adder (Nominal $/MWh)
_ AICSR
~ A0Qpso
AOQrso = P50 Annual OREC Exceedance (MWh/year)
AICSR = Annual Interconnection Cost Sharing Recovery (Nominal $/year)

= NSIC x AF(NDR,CT)

AF(NDR,CT) = Annuity factor using a nominal discount rate of 5.98% and a 25-year Contract Tenor
NDR = Nominal discount rate
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CT = Contract Tenor

NSIC = NYSERDA Share of Interconnection Cost paid through the ICSA (Nominal $)
= 0.8 X(ICA — ICAB)

ICA = Interconnection Cost Allocation (Nominal $)

ICAB = Interconnection Cost Allocation Baseline (Nominal $)

Functionally, this formula determines the amount of interconnection costs that would be borne by
NYSERDA in the form of an adder to the OREC price as the difference between expected and actual
interconnection costs. This amount is then annuitized to determine how much would need to be recovered
in each year of the Contract Tenor and then divided by the number of ORECs expected to be delivered
annually. For Empire Wind 2, where Empire/Beacon provided a range as the current estimated
interconnection costs, NYSERDA used the midpoint, $670 million, to calculate the estimated adder.

To estimate the cost associated with Empire/Beacon’s proposed annual escalator for the Empire Wind 2
and Beacon Wind projects, NYSERDA assumed an annual CPI value of 2%, resulting in an escalator of
1%.

The following tables present the estimated adjusted strike prices associated with the Petitioners’ proposed
mechanisms using the methodology described above.

4.4.2  Impact of Requested Relief on Strike Prices: Offshore Wind
The following table shows the adjusted strike prices that would result from implementation of each OSW
Petitioner’s requests.

Table 5. OSW Estimated Levelized Strike Prices and Strike Price Increases Based on Petitioners’
Requests

Proiect Original Strike Adjusted Strike Strike Price
. Price ($/MWh) Price ($/MWh) Increase

Sunrise Wind $110.37 $139.99 +27%
Empire Wind 1 $118.38* $159.64% +35%
Empire Wind 2 $107.50 $177.84 +66%
Beacon Wind $118.00 $190.82 +62%
Empire/Beacon 0

portfolio (Wtd. Avg.) $114.43 $176.36 +54%
Portfolio (Wtd. Avg.) $113.40 $167.25 +48%

In summary, based on the estimates and assumptions described in Section 4.4.1, Sunrise’s request is
equivalent to a 27% increase to its existing strike price based on current index values.*® Application of
Empire/Beacon’s request would result in a 54% increase on average across its portfolio of projects. All in
all, the impact on the totality of the offshore wind portfolio of implementing the Petitioners’ requests
would be to increase weighted average strike prices by 48%.

34 Levelized over the 25-year contract term, the Year 1 strike price is $99.08/MWh with a 2% annual escalator.

3 The adjusted Year 1 strike price is $130.37/MWh.

% In its Petition, Sunrise estimates an inflation adjustment of 23% and an interconnection cost sharing adder of
$1.50/MW. The difference between Sunrise’s 23% inflation adjustment estimate and NYSERDA’s 26% inflation
adjustment estimate appears to be due primarily to variance in the estimate of current index value due to the
averaging period and new data since the Petition was filed.

-18-



The following table shows, with further specificity, the impact of each component of the relief requested

by Sunrise and Empire/Beacon.

Table 6. Strike Price Adjustments Requested by Offshore Wind Petitioners ($/MWh)

Requested Adjustment | Sunrise Wind Empire Empire Beacon Portfolio
Component Wind 1 Wind 2 Wind
Original Strike Price $110.37 $118.38 $107.50 $118.00 $113.40
Inflation
Adjustment +$28.17 +$37.28 +$51.27 +$55.37 +$43.24
Interconnection
Cost Sharing +$1.45 +$0.11 +$4.23 +$1.52 +$1.89
Adjustment
Annual Escalator
Adjustment N/A N/A +$14.84 +$15.92 +$7.95
Contract Term
Extension N/A +$3.87 N/A N/A +$0.77
Adjustment
Adjusted Strike Price $139.99 $159.64 $177.84 $190.82 $167.25
Table 7. Relative Impact of Strike Price Adjustments Requested by Offshore Wind Petitioners
($/MWh)
Requested Adjustment Sunrise Empire Empire Beacon Wind | Portfolio
Component Wind Wind 1 Wind 2
Inflation Adjustment +26% +32% +48% +47% +38%
Interconnection Cost 0 0 0 0 0
Sharing Adjustment +1% 0% 4% +1% 2%
Annual E_scalator N/A N/A +14% +14% +7%
Adjustment
Contract Term 0 0
Extension Adjustment N/A +3% N/A N/A +1%
Total Strike Price +27% +35% +66% +62% +48%
Increase

Tables 6 and 7 break down the various components of the requested relief. The inflation adjustment
components constitute the largest increase. The interconnection cost sharing adjustments are
estimated to result in a 1% to 4% strike price increase, the annual escalator adjustment suggested for
Empire Wind 2 and Beacon Wind would lead to a 14% strike price increase for each project, and the
contract term extension adjustment requested for Empire Wind 1 is estimated to result in a 3%
increase in that project’s strike price.

4.4.3  Impact of Requested Relief on Strike Prices: ACE NY

The relief requested by ACE NY leads to varying strike price adjustments for solar and wind, which also
vary across solicitation vintage year as summarized in Table 8 below. In summary, based on the estimates
and assumptions described in Section 4.4.1, implementation of ACE NY’s requested relief would result in
a 63% average strike price increase for solar projects and a 71% average strike price increase for wind
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projects. All in all, the impact of implementing ACE NY’s requested relief on the totality of the Tier 1
portfolio would be an increase in weighted average strike prices of 64%.%

Table 8. Tier 1 Estimated Strike Prices and Strike Price Increases Based on Petitioner’s Request

o Number of Orlglnql Strike Adjusted Strike | Strike Price
Solicitation Technology Projects Price Price ($/MWh) Increase
($/MWh)

3257 Solar 3 $83.15 $127.52 +53%
RESRFP17-1 Solar 10 $77.52 $131.88 +70%
Wind 2 $66.49 $118.09 +78%

RESRFP18-1 Solar 14 $68.26 $112.71 +65%
Wind 2 $67.12 $112.48 +68%

RESRFP19-1 Solar 17 $66.26 $110.17 +66%
Wind 1 $71.59 $113.89 +59%

RESRFP20-1 Solar 15 $53.03 $94.50 +78%
RESRFP21-1 Solar 22 $63.08 $94.25 +49%
Portfolio (Wtd. Avg.) Solar 81 $62.79 $102.22 +63%
Wind 5 $67.63 $115.66 +71%

All 86 $63.56 $104.36 +64%

The following table shows, with further specificity, the manner in which inclusion of the Module
Expectation Factor and the interest rate adjustments impact the adjusted weighted average strike price of
the portfolio. The Module Expectation Factor results in an estimated 21% weighted average strike price
increase for the solar projects, while the interest rate adjustments lead to an estimated 12% weighted
average strike price increase. The inflation adjustment component constitutes the largest share of ACE

NY’s requested relief.

Table 9. Strike Price Adjustments Requested by ACE NY ($/MWh)

Requested Adjustment Component Solar Portfolio | Wind Portfolio | Full Portfolio
Original Strike Price $62.79 $67.63 $63.56
Inflation Adjustment +$18.36 +$40.48 +$21.88
Module Expectation Factor +$13.31 N/A +$11.19
Interest Rate Adjustments +$7.76 +$7.55 +$7.73
Adjusted Strike Price $102.22 $115.66 $104.36

37 ACE NY’s Petition estimates the REC price impacts of its requested adjustments as of 2022 Q4 ranges from 43%
to 73%, depending on the solicitation and technology. NYSERDA'’s estimates are generally consistent with ACE
NY’s estimate, with differences explained by changes in index values over the intervening months.
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Table 10. Relative Impact of Strike Price Adjustments Requested by ACE NY ($/MWh)

Requested Adjustment Component | Solar Portfolio | Wind Portfolio | Full Portfolio
Inflation Adjustment +29% +60% +34%
Module Expectation Factor +21% N/A +18%
Interest Rate Adjustments +12% +11% +12%
Total Strike Price Increase +63% +71% +64%

4.5 Policy Considerations Associated with Petitioners’ Requested Relief

As further discussed in Section 8 below, applying a price adjustment to existing contracts would deviate
from the primary method established by the Commission for establishing pricing of CES contracts, which
is through competitive solicitations. Such a step should be taken only in appropriate circumstances and
with care to design an adjustment that properly reflects those circumstances and fairly allocates
foreseeable risks to developers. Overall, the price adjustment mechanisms proposed by the Petitioners,
particularly Empire/Beacon and ACE NY, appear to shift risks from developers to ratepayers in a manner
that goes beyond, and in some cases does not appear tied to, the extraordinary market circumstances that
underly the requests.

Specifically, as can be seen from the discussion above, the relief requested by the Petitions includes a
number of distinct components, each of which has an individual impact on strike price. Some of those
components appear less appropriate to include in an adjustment.

First, the requests from Sunrise and Empire/Beacon to apply an interconnection cost sharing term appear
designed to make those projects whole for changes (whether or not related to inflation) to one particular
aspect of project costs, rather than to address the market-wide, unforeseeable inflationary pressures that
have affected all aspects of projects. Further, the increases in interconnection costs would be at least
partially addressed through the inflation adjustment formula itself. Similarly, the application of a CPI-
based adjuster during the contract term requested by Empire/Beacon does not appear to be tied to the
market-wide inflationary pressures that have affected the cost of building a project; rather this CPI
mechanism would increase the strike price each year CPI increases during the term of the contract, which
is a remedy that is not well-connected to the circumstances underpinning the request. The same goes for
Empire/Beacon’s request for a contract term extension; this request does not seem to be connected to the
market circumstances described in the Petitions. Finally, the change to the weighting factor of the
inflation adjuster from 80% to 100% proposed by Empire/Beacon exposes ratepayers to inflation’s entire
effects, whereas it could be more appropriate for at least some of inflation’s effects to be borne by
developers.

NYSERDA also observes that there are aspects of the formulas proposed by ACE NY that appear to be
less correlated to project costs and the market-wide inflationary pressures and may not reflect appropriate
risk allocation to developers. First, the inclusion of a Module Expectations Factor in the solar formula
proposed by ACE NY is proposed as a means of incorporating the decreases in solar module pricing that
had been forecasted at the time of submitting their bids. Only modules are assigned a factor of this nature,
leading to a potential meaningful mismatch with the formula’s treatment of other project components,
whose price developers may have expected to increase. Especially given this inconsistency, it is not clear
that it is appropriate for the formula to adjust not only for increased module prices compared with
reasonably-expected inflation, but for pricing compared with an optimistic decreasing price forecast at the
time of bids.

Second, the weighting of certain indices in the wind formula proposed by ACE NY does not appear to
match the cost exposure faced by projects. In particular, the weighting of the Electric Power & Specialty
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Transformer Manufacturing index at 52% appears to be significantly higher than the actual share of costs
that equipment constitutes in a typical onshore wind project.

Third, similar to Empire/Beacon’s request above, the 100% weighting of the entire formula exposes
ratepayers to inflation’s entire effects, whereas it could be more appropriate for at least some of these
effects to be borne by developers.

Fourth, an adjuster that shifts the economic impact of increased interest rates onto ratepayers may not
reflect appropriate risk allocation between developers and ratepayers. As noted in Section 3 above, the
increases in interest rates cited by the ACE NY petition are not unprecedented, and it would not have
been reasonable for developers to assume that the low interest rate environment would persist. The risk of
variation in interest rates may be more appropriately allocated to developers than ratepayers, as
developers have multiple avenues to obtain financing and the ability to adjust their financing sources as
interest rates rise and fall and alternative sources of financing become available (such as from the
Department of Energy’s Loan Program Office, as further noted in Section 8 below).

Lastly, it is worth noting that the relief proposed by ACE NY appears designed to provide the economic
basis to enable 100% of projects to move forward, whereas, as noted in Section 2 above, the 2020 CES
Modification Order included an expected attrition factor of 20%. Because attrition can occur for
numerous reasons beyond project economics, though, it is impossible to predict what percentage of the
projects would nonetheless fail to come to fruition even with an adjustment of this magnitude.

5. Potential Impacts of No Price Adjustment Being Provided

The Petitioners posit that if the Commission were to provide no price adjustment, NYSERDA-awarded
projects that are under development would not be economically viable and would be unable to proceed to
construction and operation under their existing pricing.®

Specifically, ACE NY contends that without a price adjustment, projects would be forced to cancel their
existing contracts and either terminate development altogether or seek new contracts with higher pricing,
either with NYSERDA or elsewhere. ACE NY further predicts that those projects that are able to
successfully rebid into future NYSERDA solicitations would reach commercial operation much later than
would occur with an adjustment.®

Similarly, Sunrise contends that “without incorporating inflation and interconnection cost adjustments
mechanisms into the OREC Agreement, Sunrise Wind believes it would not be able to obtain a final
investment decision (FID) allowing it to fully construct the Project”.*° Sunrise estimates that this would

3 NYSERDA'’s contracts provide that projects would forfeit contract security in the event that contracts are
terminated for this reason, but projects could have opportunity to bid into future solicitation. In addition, it is worth
noting that NYSERDA'’s offshore wind contracts do not provide an unfettered right for developers to unilaterally
terminate without NYSERDA’s consent.

39 ACE NY Petition, Page 5. (“existing awards necessarily will be tendered back, detrimentally impacting New
York’s climate change initiatives. While, at best, some developers may be able to offer these or new projects into
future solicitations, these future proposals, by definition, must necessarily be based on strike prices that reflect the
higher project costs. These projects also may well be different in size, configuration and location, and if awarded,
will reach operation much later. At worst the developers of some Awarded Projects will not be able to submit new
proposals in New York, and thus, a subset of Awarded Projects will be permanently cancelled.”).

40 Sunrise Wind LLC Petition at 3.
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likely result in the project being delayed for several years and in higher eventual prices for replacement
ORECs."

Empire/Beacon make a similar argument in their petition, stating that the proposed adjustment in pricing
would “restore the Projects’ ability to attract the capital required for them to move forward.”*

If taken at face value that the renewable energy projects that are the subject of the Petitions are not
economically viable under current conditions, providing no price adjustment whatsoever would result in a
large amount of renewable energy generation needing to be re-procured in future solicitations (either from
existing projects re-bidding or from new projects). This would significantly slow progress towards
meeting the CLCPA targets due to project delays, cancellations, and increased uncertainty, even if
existing projects elect to re-bid into future solicitations. NYSERDA also believes that these dynamics
create the risk of further increasing costs to projects and to ratepayers. In addition, the delays and
cancellations would result in missed opportunities for reliability and resiliency benefits associated with
new renewable energy generation, prolong the State’s reliance on harmful fossil fuels for energy
production, delay delivery of associated economic benefits of such projects and hurt New York’s ability
to tap the scarce OSW supply chain. More detailed discussion of each of these potential impacts is set
forth in the remainder of this Section.

5.1 Project Delays and Increased Risks of Missing Climate Act Goals

As noted above, the Petitioners (including CPNY) account for 91 projects totaling 13.5 GW of renewable
capacity and are expected to supply 24.6% of New York State’s estimated 2030 Statewide Load. In the
event that no adjustment is provided and these projects are unable to proceed with their existing pricing,
this might not necessarily mean that such projects would not proceed at all; they could still re-bid and, if
successful at a future solicitation, proceed on the basis of a new NYSERDA award. However, this could
result in significant delays and thus impact the State’s progress towards achieving the Climate Act goal of
serving 70% of the State’s electric load with renewable energy by 2030. It is also possible that some
projects may elect to export their energy and/or RECs to a neighboring control area.

Delays could occur not only as a result of the time associated awaiting and participating in the next
NYSERDA solicitation. Further delays could occur related to other obstacles in project development,
including interconnection and land use agreements as further discussed below.

Renewable project development is performed at risk to the developer until the project is ultimately
constructed, but historically there have been limits to the activities developers will perform without an
offtake agreement. For example, 22 of the 25 projects that rejected cost allocations in the NYI1SO 2021
Class Year did not have NYSERDA agreements, indicating that developers are generally unwilling to
provide the required financial security for what is typically the single largest non-construction capital
project expense without the assurance of a NYSERDA agreement. This can have serious delay
implications for rebidding projects that fail to be awarded in future NYSERDA solicitations since the
average duration for the last two Class Years has been 21 months.

41 Sunrise Wind LLC Petition at 41-42 (“If the Sunrise Wind Project were cancelled, and New York State were to
procure a replacement offshore wind project from Sunrise Wind or @rsted (which may or may not be a
reconfiguration in Sunrise Wind’s BOEM lease area), that project would necessarily start from scratch, would not
start producing energy until years after the Project’s estimated 2025 commercial operation date, and would almost
certainly need to sell its ORECs for a higher price than under the amended OREC Agreement as

proposed in the Petition.”).

42 Empire Offshore Wind LLC and Beacon Wind LLC Petition at 2.
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In addition to delays related to projects needing to find a replacement offtaker, project delays can have
negative impacts to project viability by impacting timelines associated with real property options and
interconnection process milestones. For example, projects delayed beyond the original terms of land use
option agreements will be required to renegotiate new agreements. Where this is possible, the
renegotiated agreements will likely be at higher rates due to inflation, property value increases, and
increased landowner leverage. If a landowner no longer wants to make its property available to the
project, the developer may have to choose between downsizing and/or redesigning the project, the latter
of which may require resubmission of permit applications. In addition, the NYI1SO Open Access
Transmission Tariff requires that projects reach commercial operation within 4 years of either the
completion of the appropriate Class Year or the tendering of the draft interconnection agreement. Delays
beyond 4 years require approval by the NYISO, and failure to receive this approval without a waiver
requires the project to start over with a new interconnection request.

This information, combined with expected commercial operation dates, average Tier 1 solicitation
durations, and potential re-awarding scenarios, indicates a risk of an average project delay of 2.5 years if
Tier 1 projects do not move forward under current pricing and re-bid into future solicitations, with
projected delays ranging from roughly 1 to 4 years by project. OSW projects risk delays of 3 years or
longer if projects do not move forward under current pricing, due to the constrained access to adequate
ports, vessels and primary components, a longer procurement cadence and uncertainty relating to the
implications of delay on federal permitting processes.

Through New York’s 2018 and 2020 OSW solicitations, NYSERDA awarded 4 projects totaling 4.2 GW
of capacity, 47% of the 9 GW by 2035 goal, with the expectation that all 4 projects would be operational
by 2030. In total, the CES Whitepaper anticipated that approximately 5.8 GW of offshore wind (including
projects awarded from the N'Y3 solicitation) would be operational by 2030. A steady cadence of
procurements was developed to allow NYSERDA to select the best projects in a particular round and to
help to ensure development timelines can be met by the limited supply chain and rapidly expanding and
evolving permitting queue in the U.S. A consistent OSW procurement cadence also sends a key signal to
the offshore wind workforce and supply chain manufacturers, which could yield economic and
environmental justice benefits for decades into the future.

As indicated in the Sunrise and Empire/Beacon petitions, all four contracted OSW projects are at risk of
not being completed if no price adjustment whatsoever is provided, which would result in NYSERDA
effectively restarting the OSW procurement process. The CES Modification Order anticipated no attrition
from the OSW portfolio. Under this scenario and based on the particular development stages of projects
bidding into the NY3 solicitation, there is a significant risk that not all potential NY3 awarded projects
would be operational by 2030. Further, even if previously contracted OSW projects were to submit
proposals and be selected in an OSW solicitation held in 2024, it is unlikely they would continue to
advance their projects, making capital investments absent an offtake agreement. Additionally, it is unclear
how access to key infrastructure (limited vessels, port space etc.) or supply chain contracts would be
affected, or how such a delay would be viewed by the federal regulatory authorities. As a result, it is
highly uncertain that OSW projects procured in a future solicitation, regardless of previously contracted
status, would be in commercial operation by 2030. However, they would be expected to provide support
to reach the Climate Act’s target of 9 GW of offshore wind by 2035.

5.2  Risk of Increased Costs

As discussed above, providing no relief whatsoever to the Petitioners could lead many projects to elect to
not complete development at their current costs and thus seek to terminate their contracts with
NYSERDA. This contract termination would not on its own result in increased costs for ratepayers,
because NYSERDA is not obligated to pay for (O)RECs until projects are operational. However, to the
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extent this occurs, additional projects (either new projects or the same projects re-bidding into future
solicitations) would need to be procured by NYSERDA in future solicitations to achieve the Climate Act
targets. Ratepayer costs would therefore increase to the extent that the (O)RECs from replacement
projects are procured, on average, at higher prices.

While it is impossible to predict future bid prices accurately, a number of factors indicate that average bid
pricing in future solicitations is likely to be relatively high compared with prior solicitations. Further
comparisons between future bid pricing and potential price adjustment options are discussed in Section 7.

First of all, NYSERDA can confirm that the bid prices from proposals received in the 2022 Tier 1
solicitation (22T1) and N3 are significantly higher than in prior solicitations.*® These bid prices, which
were submitted to NYSERDA on April 12, 2023, in 22T1 and August 24, 2023, in NY 3, establish where
the market currently stands.

These latest solicitations have seen a robust level of competition and participation. NYSERDA received a
robust response in NY3, with more than 100 total proposals for eight new projects from six offshore wind
developers — representing a record-setting level of competition among East Coast states.** In response to
22T1, NYSERDA received 65 bids comprised of 35 solar, wind and hydroelectric projects, representing
more than 4,400 megawatts of renewable energy.* This level of participation is comparable to prior Tier
1 solicitations. For both offshore wind and Tier 1, the robust level of participation provides confidence
that the data collected provides an updated view on renewable energy market prices.

This pricing also represents NYSERDA’s best estimate of potential pricing in future bids if the cost of
building projects were to remain at current levels. As can be seen from the issues described above, there is
no way to know for certain whether the cost of building projects will increase or decrease. However, the
work conducted by IEc illustrates the risk of higher costs being maintained in the near to medium term,
with a relatively low likelihood for deflationary market dynamics that would lead to lower bid prices in
that time frame.

With respect to inflation generally, the IEc report states that “forecasts indicate that inflation will
moderate, but remain positive, over the next ten years: Inflation projections show that the GDP Deflator
and the Consumer Price Index will stabilize slightly above the Federal Reserve’s 2% inflation target
between 2024 and 2033. Economic analysts are not projecting that price deflation (a sustained drop in the
general price level) will occur in the next ten years. Forecasts indicate that the price level in the U.S. will
nearly double by 2033 relative to the end of 2020. Labor costs are also expected to increase, but at slower
rates. Historical relationships between general measures of inflation and commodity prices indicate that
the latter, despite peaks and troughs, will follow an upward trend over the next ten years.” *

IEc goes on to explain that “the decline in inflation observed in recent months does not imply that costs
for renewable projects have also started to decline. The reduction in inflation simply means that prices are
no longer rising as rapidly as they had been in 2021 through mid-2023. For prices to fall back to levels
observed prior to the recent bout of inflation, there would need to be a period of sustained and significant

43 NYSERDA does not publicly disclose bid price information, as doing so would harm bidders and undermine the
competitive tension of future solicitations. Accordingly, quantitative bid price details are provided in Appendix C,
which is redacted.

44 Offshore Wind. (n.d.). Closed Solicitation, ORECRFP22-1. NYSERDA. https://www.nyserda.ny.gov/All-
Programs/Offshore-Wind/Focus-Areas/Offshore-Wind-Solicitations/2022-Solicitation

45 Clean Energy Standard. (n.d.). RESRFP22-1 Step Two Bid Proposal Response. NYSERDA.
https://www.nyserda.ny.gov/All-Programs/Clean-Energy-Standard/Renewable-Generators-and-Developers/RES-
Tier-One-Eligibility/Solicitations-for-Long-term-Contracts

46 See Appendix B: IEc Report
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deflation across the U.S. economy. Deflation in the U.S. is historically associated with periods of
significant economic uncertainty, weak output growth, and high unemployment, such as the Great
Depression in the 1930s.”*’

With respect to renewable energy projects in particular, the IEc report summarizes its findings as follows:
“Supply chain constraints threaten the financial viability of renewable energy projects: Significant tension
between two economic forces is pushing renewable energy development prices in opposite directions. On
one hand, prices of frontier technologies such as those used in renewable energy generation typically
decrease over time, as industries mature, achieve economies of scale, and incentivize competitors to join
the market. On the other hand, persistent supply chain constraints and inflationary pressures in renewable
energy sectors are pushing prices higher and could potentially offset or outweigh the secular downward
trend in prices driven by efficiency gains in these sectors. It is uncertain if supply will keep pace with the
heightened global demand for clean energy to alleviate the inflationary pressures specific to the solar PV,
onshore wind, and offshore wind development.”®

The IEc report goes on to provide the following summary of its findings with respect to expected
renewable energy project costs going forward:

“Renewable energy project costs will remain above pre-2022 levels until sometime during the 2025-2030
period, with the exact year dependent on the technology type: Optimistic forecasts prepared by the
National Renewable Energy Laboratory suggest that solar PV project costs will not reach their historically
low levels observed in 2019 and 2020 until the end of the decade. The onshore wind industry is expected
to recover faster, with project costs returning to 2021 levels as early as 2025. Though technology and
efficiency gains are lowering costs for offshore wind development over the long term, recent press reports
and industry analyses provide strong evidence that supply of key components will not keep pace with
global demand for offshore wind generation, which will increase costs in the sector through 2030.”#°

In addition, the project delay dynamics described in Section 5.1 above would also be reasonably expected
to increase project costs. For example, delay could require renegotiation of land option agreements and
re-entry into interconnection processes with higher attendant costs. Furthermore, the constraints in the
offshore wind and onshore renewable energy supply chain described elsewhere in these comments, from
equipment to construction labor, would be further exacerbated by a delay in project development, leading
to even further upward pressure on the costs of these inputs. Finally, the need to procure more projects on
a compressed timeline would require NYSERDA to award more projects in each procurement, which
could lead to awarding more expensive projects that would not have been awarded in that solicitation had
NYSERDA not needed to award as many projects.

In aggregate, when combining NYSERDA’s latest market insights with the various analysis shared above,
the findings support the conclusion that there is a substantial risk that bid pricing will not decrease
significantly in the near to medium term, which is the critical period during which the bulk of Tier 1 and
OSW procurements will need to be held.

5.3 Risks of Foregone Reliability and Health Benefits

As discussed above, the potential inability of projects to move forward under existing pricing would risk
projects being delayed on average by 2.5 years for Tier 1 projects and 3 years or more for OSW projects.
Such delayed deployment of renewable resources would result in missed opportunities for both system

47 See Appendix B: IEc Report
48 See Appendix B: IEc Report
“Id.
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reliability and public health benefits, including contributions to resource adequacy, reductions in
greenhouse gas (GHG) emissions, and improvements in air quality.

Renewable resources benefit both the geographic and resource diversity of New York’s generation mix.
Delayed deployment of those resources would reduce, or at best delay growth of, generation diversity.

Geographically diverse generation portfolios are less susceptible to common-cause outages and are
therefore better able to withstand shocks to the electric system, whereas resource diversity reduces
vulnerability to supply constraints for any given fuel type. Both geographic and resource diversity also
provide a smoothing effect across variable renewable resources. Preliminary results of the Fuel and
Energy Security Study (FES)* being conducted by the Analysis Group on behalf of the New York
Independent System Operator (NYISO) reinforce the value of a diverse generation portfolio, noting that
renewable buildout provides reliability support and that delays in renewable buildout can exacerbate loss
of load events.

Recent NYISO planning reports have identified declining reliability®* margins across New York State,
indicating that there could be insufficient power supply to serve expected future demand under certain
system conditions. The 2022 Reliability Needs Assessment (2022 RNA) noted that, “[r]esource adequacy
and transmission security margins are tightening across the New York State Bulk Power Transmission
Facilities from Buffalo to Long Island.” ** In particular, the 2022 RNA found that Long Island
transmission security margins could be deficient by approximately 300 MW in 2023 and nearly 600 MW
by 2032 if there are delays in the buildout of local generation,*® and identified potential deficiencies in
New York City if demand were to increase by as little as 60 MW in 2025.>* The 2023 Quarter 2 Short-
Term Assessment of Reliability (2023 Q2 STAR) further highlighted the New York City constraint
through the identification of a reliability need due to a deficient transmission security margin of up to 446
MW starting in summer 2025.%° The 2023 Q2 STAR also found that large load additions planned for
western and central New York could result in a deficiency of the statewide system margin of 145 MW in
2025.%°

Addressing these reliability needs will require the integration of new resources before existing resources
(e.g., “peakers”) can be phased out. Because new resources would need to contribute to Climate Act goals
to be successfully permitted, the reliability contribution of renewables will be a key factor in ensuring the
continued reliability of the grid. It is worth noting that the majority of under development projects
identified in the Petitions were not included in the NY1SO’s 2022 RNA or 2023 Q2 STAR analyses
because they have not yet met the NYISQO’s inclusion rules, meaning that their expected reliability
contributions are not reflected in the results. The reliability contributions of under development projects
are expected to be particularly impactful in constrained downstate regions. As shown in Table 11,

%0 Analysis Group. (2023, August 8). Fuel and Energy Security Study Preliminary Results. Presented to the NY1SO
Installed Capacity (ICAP) Working Group.

51 Reliability criteria for the power system include resource adequacy and transmission security requirements.
Resource adequacy is the ability of the power system to supply customer demand at all times, taking into account
reasonably expected outages of system components, and is assessed using probabilistic analysis to determine the
likelihood of loss of load events. Transmission security is the ability of the power system to withstand disturbances
and is assessed using deterministic analysis of credible combinations of stressed system conditions.

52 New York Independent System Operator. (2022, November 15). 2022 Reliability Needs Assessment at 91

%3 Id.at 68.

% Id.at 8.

%5 New York Independent System Operator. (2023, July 14). Short-Term Assessment of Reliability: 2023 Quarter 2
at 20.

%6 Jd.at 27.
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NYSERDA-contracted OSW projects are expected to provide significant contributions to transmission
security and resource adequacy in New York City and on Long Island.

Table 11. Expected Reliability Contributions of Offshore Wind

Transmission Security®’ Resource Adequacy®®
Region OSW Capacity SL_Jmmer Winter Dispatch Summer Winter UCAP
(MW) Dispatch (MW) UCAP (MW)
(MW) (MW)
NYC
(Zone J) 2,046 205 307 716 1,105
LI

(Zone K) 2,184 218 328 764 1,179

Delays in deployment of large-scale renewables, including offshore wind, would also result in fewer
environmental and health benefits for New Yorkers due to increased emissions of GHG and other
pollutants that impact air quality, such as fine particulate matter (PMs), nitrogen oxides (NOy), toxics,
and other pollutants, as electric demand that would have been served by clean renewable energy is instead
served by increasingly less efficient fossil fuel generators (in New York State and imported). The
integration analysis conducted for the Climate Action Council Scoping Plan identified reductions in PM;s
concentrations as the strongest driver of health benefits, with avoided fossil fuel generation contributing
approximately 25% of the related health benefits associated with economywide decarbonization,
excluding the benefits of avoided wood combustion.®® Accordingly, it would be reasonable to expect that
important and substantial health benefits would be foregone if no pricing adjustments are made.

NYSERDA developed an estimate of increased GHG emissions, consistent with Climate Act accounting,
independent of the estimates cited in the Petitions. NYSERDA estimates that approximately an additional
47.5 million metric tons of carbon dioxide equivalent (CO2e) would be released into the atmosphere if no
price adjustment is provided for the under-development projects. On an annual basis, this is equivalent to
approximately 33% of New York State’s 2020 GHG emissions associated with the electricity sector.®*
The total damages-based value of the estimated increase in GHG emissions is approximately $4.7 billion
in 2020 dollars, accounting only for the climate damage value of GHG, excluding the aforementioned co-
pollutant emission reductions and ensuing health impacts. Estimated increases in GHG emissions and
associated damaged-based values by program and individual GHG are included in Table 12 and Table 13,
respectively. It should be noted that NYSERDA’s estimates are conservative and that the amount of
increased GHG emissions resulting from no pricing adjustment being provided could be higher.

57 Offshore wind is dispatched to a set percentage of nameplate capacity for transmission security assessments. See
New York Independent System Operator. (2022, November 15). 2022 Reliability Needs Assessment at 69.

58 Contributions to resource adequacy are quantified using Unforced Capacity (UCAP) values, which are a
percentage of resources’ nameplate capacities. For offshore wind UCAP percentages, see “Offshore Wind Profile
Development — Summary,” presented to the NYISO Installed Capacity (ICAP) Working Group, February 7, 2023.

9 New York State Climate Action Council. (2021, December). Appendix G: Integration Analysis Technical
Supplement to the New York State Climate Action Council Scoping Plan. Section 11 at 33.

80 1d. Figure 7 at 34.

61 Eastern Research Group. (2022) Energy Sector Greenhouse Gas Emissions under the New York State Climate Act:
1990-2020. NYSERDA. www.nyserda.ny.gov/About/Publications
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Table 12. Estimated Increase in GHG Emissions

Program CO; CHa N20 COze
(metric tons) | (metric tons) | (metric tons) | (metric tons)
Tier1 | 12,508,337 69,158 88 18,340,891
osw 19,886,010 109,949 140 29,158,725
Total 32,394,347 179,107 228 47,499,616
Table 13. Damages-Based Value of Estimated Increase in GHG Emissions
Program - 'COZ - 'CH4 ' .Nzo . _Total
(million 2020%) | (million 2020$) | (million 2020$) | (million 2020%)
Tier 1 1,601.1 200.6 4.0 1,805.6
osw 2,545.4 318.9 6.3 2,870.6
Total 4,146.5 5194 10.3 4,676.2

NYSERDA'’s estimate was developed assuming that the foregone clean energy production expected to
result from delayed deployment of Tier 1 and OSW generation would be replaced by gas-fired power
generation within New York State. The increase in GHG emissions from gas-fired power generation was
calculated using annual average full fuel cycle short-run marginal emission factors published by
NYSERDA in August 2022°%% and 20-year global warming potential (GWP) values for carbon dioxide
(COy), methane (CHy), and nitrous oxide (N20) consistent with those used by DEC for Climate Act
accounting.®® Damages-based values were calculated following DEC guidelines for establishing a value of
carbon.® The full set of input assumptions used to develop NYSERDA's estimated increase in GHG
emissions and associated damages-based value are included in Table 14 and Table 15, respectively.

Table 14. Input Assumptions for Estimated Increase in GHG Emissions

Estimated Annual Estimated Delay in Gas Replacement Emissions Factor
Program | Foregone Clean Energy Deployment (metric tons/MWh)®
(GWhlyr) (yn CO; CH,4 N2O COe
Tier 1 15,140 2.5 0.33 | 1.83x10°3 | 2.33x106 | 0.48
OoswW 17,920 3 0.37 | 2.05%x10°3 | 2.61x106 | 0.54

Table 15. Input Assumptions for Damages-Based Values

Social Cost®
GHG (2020$/metric ton)
CO, 128

62 New York State Energy Research and Development Authority. (2022). Projected Emission Factors for New York
State Grid Electricity. Report Number 22-18. www.nyserda.ny.gov/publications

8 New York State Department of Environmental Conservation. (2022). 2022 Statewide GHG Emissions Report.
Table 2 at 6.

8 New York State Department of Environmental Conservation. (2022). Establishing a Value of Carbon.

8 Calculated using annual average full fuel cycle short-run marginal emissions factors for 2024, which largely
represent gas on the margin. Later year marginal factors include increasing amounts of renewable generation on the
margin, which would not be the case in this scenario in which renewable deployment is delayed. Statewide and
downstate emissions factors were assumed for Tier 1 and offshore wind replacement, respectively.

% Cited values are for 2024, consistent with the marginal emissions factors utilized to estimate increased GHG
emissions.
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CH4 2,900
N20O 45,000

NYSERDA'’s estimate of increased GHG emissions is conservative for two reasons. First, it is unlikely
that forgone clean energy would be entirely replaced by gas-fired power generation on the margin as
represented in NYSERDA'’s model. Rather, it would be replaced by a mix of increasingly less efficient
New York gas-fired power generation and fossil generation imported from neighboring regions. As such,
the assumption that all forgone clean energy would be replaced by marginal emitters results in a more
conservative estimate of increased GHG emissions. Second, applying the 2024 value of GHG emissions
represents a lower bound, as the value of GHG emissions increases over time.

5.4  Risks of Delayed Economic Benefits and Labor Bottlenecks

The project delays that are likely to occur in connection with the cancellation of many of the 91 contracts
mentioned above are likely to have negative reverberations throughout the nascent green energy
economy, potentially slowing down the transition to cleaner energy and the associated economic
benefits. In addition to delaying or potentially losing associated economic benefits, a large industry-wide
cancellation of contracts in New York could result in forcing a re-procurement of replacement resources
with tighter timeframes. Attempting to procure project components on a rushed timeline is likely to
exacerbate an already existing and observable supply chain bottleneck. Many projects built to date have
elected to fill a portion of their economic benefits requirements using New York’s skilled labor trade
unions. For example, eight Project Labor Agreements have been signed with New York State labor
unions associated with offshore wind projects. To prepare for expected jobs, labor unions have begun
scaling up their training facilities and investing in equipment to ensure their members are properly trained
for this industry in a timeframe that matches construction needs. Steady growth, without large gaps in
project construction, is more conducive to maintaining sustainable job growth in skilled trades than
construction activity that vacillates between high and low demand cycles due to large waves of delayed
projects on similar construction cycles. For Tier 1, delays related to rebidding could result in the need to
construct 2-3 GW of capacity per year over the course of 2027-2030 to achieve Climate Act goals, which
may not be possible without a massive expansion in the contractor and labor pool and/or increased use of
non-New York State labor.

5.5 Risks of Further Offshore Wind Supply Chain Constraints

Having access to an offshore wind supply chain is vital to developing projects that deliver timely and
cost-effective results. The components needed to build OSW projects are unique in their scale which
necessitates access to suitable ports, vessels, and specialized skilled labor. The National Renewable
Energy Laboratory, in a 2023 report, estimates that half of the U.S. offshore wind projects currently under
development are at risk of being delayed beyond 2030 because of limited port and vessel infrastructure
alone.®” The scarcity of these resources means that scheduling and contracting orders well in advance is
necessary. Delays in individual projects can result in a cascading delay to other projects, or loss of access
to one or more of these resources necessary for construction which further extends delays. The demand
for offshore wind development in Europe has increased substantially in recent years, in part due to the
war in the Ukraine. It has become increasingly challenging for a U.S. project to lean on the European
supply chain for major components. Investors considering building a supply chain, including primary
components in the U.S., are seeking offtake agreements with offshore wind developers to provide
certainty for a return on their investments. Inability of projects to proceed erodes confidence, potentially
limiting investment and exacerbating supply chain development constraints. This, in turn, limits future

57 National Renewable Energy Laboratory. (2023, January). A4 Supply Chain Roadmap for Offshore Wind Energy in
the United States. (NREL Publication TP-5000-84710). U.S. Department of Energy Office of Energy Efficiency and
Renewable Energy. https://www.nrel.gov/docs/fy230sti/84710.pdf
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cost-reduction pathways and potentially increases costs of more near-term projects as more projects seek
to make use of an already constrained supply chain in a shorter period of time.

The renewable energy projects currently under contract with NYSERDA are actively investing in New
York’s infrastructure to support their project development. The OSW portfolio has five ports in active
development, including an offshore wind manufacturing facility at the Port of Albany; a cutting-edge
staging and assembly facility and an operations and maintenance hub at the South Brooklyn Marine
Terminal; prefabricated advanced foundation components at the Port of Coeymans; and service and
operations bases for @rsted and Eversource’s regional assets at Montauk Harbor and Port Jefferson in
Long Island.® Together, the investments total in the hundreds of millions of dollars of ongoing or near-
term work that are jobs for New Yorkers, many of which are from disadvantaged communities.

In addition to port development work, there is also pending work awarded for the transmission and
interconnection components of the OSW projects. For example, Long Island-based contractor Haugland
Energy Group LLC (an affiliate of Haugland Group LLC), is contracted to install the underground duct
bank system for Sunrise Wind’s onshore transmission line in Brookhaven, Suffolk County, New York.
This more than $200 million scope of work will be completed by more than 400 Long Island skilled
tradesmen and women, including heavy equipment operators, electricians, and line workers®®,

It is likely that investments in these activities would be substantially delayed, if not terminated, if the
currently-contracted OSW projects are unable to proceed, resulting in at least near-term layoffs and
disruptions in the construction sites. Cancelation of contracts for work supporting OSW development
may also reduce confidence that future OSW contracts will be advanced to completion, potentially
leading to risk premiums being included in future bids to support the industry and a lingering long-term
cost impact on similar work in the future.

6. Analysis of Alternative Price Adjustments Based on Inflation Formulas from 2022 Solicitations

To illustrate the effects of applying a price adjustment formula other than the ones requested by
Petitioners, NYSERDA analyzed applying the formulas that were included in the 2022 OSW and Tier 1
solicitations (NY3 and 22T1, respectively) to the existing portfolio. This section describes how those
formulas were established and analyzes the impact on strike prices that would result if the formulas were
implemented.™

6.1 NY3and 22T1 Formulas — Design and Stakeholder Input

In response to observing and recognizing the unique inflationary market dynamics in the renewable
energy industry, NYSERDA engaged in a robust public stakeholder process to design an appropriate
inflation adjustment approach. In the course of designing the optional inflation adjustment mechanisms
included in 22T1 and NY3, NYSERDA obtained stakeholder feedback through public requests for
information (RFIs). Through these public RFIs, NYSERDA acknowledged that inflation risks may result

% NYSERDA. (2023, August). NYSERDA Contracted Offshore Wind Projects. https://www.nyserda.ny.gov/All-
Programs/Offshore-Wind/Focus-Areas/NY-Offshore-Wind-

Projects#:~:text=NY SERDA%20Contracted%200ffshore%20Wind%20Projects,renewable%20energy%20to%20N
ew%20Yorkers

8 Sunrise Wind LLC. (2023, April 24). Eversource and @rsted Announce Record $200 Million New York Offshore
Wind Supply Chain Award to Long Island-Based Haugland Group for Sunrise Wind’s Onshore Transmission
System Construction. https://sunrisewindny.com/news/2023/04/eversource-and-orsted-announce-record-200-
million-usd-new-york-offshore-wind-supply-chain-award

0 As noted later in these comments, one potential benefit of applying the formulas used in NY3 and 22T1would be
the consistency it would provide across the portfolio of CES projects.
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in avoidable price premiums and requested stakeholder feedback on which indices to utilize in an
inflation adjustment mechanism, whether the indices should be differentiated by technology, what
percentage of the bid price should be subject to the adjustment and whether that percentage should be
fixed or set by the bidder, how the starting values for the adjustment should be determined and what the

adjustment milestone should be.

The 2022 OREC Solicitation RFI (ORECRFI22-2) received a robust response of 27 unique submissions
including from affiliates of Sunrise and Empire/Beacon and numerous other offshore wind project
developers, with support for allowing optional inflation-adjustment bids and specific feedback on
appropriate indices to use, weightings of indices, and appropriate baseline index and milestone adjustment
timing. Based on this feedback and additional internal analysis, NYSERDA utilized an inflation
adjustment mechanism based on specific commodity indices (labor, fabrication, steel, ultra low sulfur
diesel — ULSD - and copper) and weights, an 80% adjustment factor, an average of the six months prior
to bid submission for setting the starting value, and an average of the three months before and after COP
approval to set the milestone value. The full NY3 formula is:

ORECqq; = ORECyiq

Indexr papor Indexr paprication

+0.25 x
Indexg 1apor Indexg pabrication
[ndexrsteer [ndexryisp

I I Index
+0.10 X +0.10 x + 0.05 X M)
Indexg steer Indexg yLsp IndexB,COpper

X <0.2 + 0.3 X

where:
OREC,q; is the Index OREC Strike Price or Fixed OREC Price after adjustment
ORECyq is the Index OREC Strike Price or Fixed OREC Price as submitted with the
Proposal

Indexg (for each commodity or component) is the price or unitless index at the time of the
Proposal Submission Deadline

Indexr (for each commodity or component) is the price or unitless index at the time of the
Project’s COP approval

For each commaodity or component, Indexz is the average of the last six months or two quarters of
published data available as of the final RFP revision prior to the Proposal Submission Deadline. Indexr
for each commodity or component will be calculated as the average of the monthly or quarterly values for
the six-month period comprising the three months prior to and following the COP approval.

The following table identifies the publicly available index or market price that will be used for each
commodity or component.
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Table 16. NY3 Inflation Adjustment Commodities

Commodity or Units,

Component Frequency Data Source

U.S. BLS, Employment Cost Trends,

Unitless Data Series CIU20200000000001, Wages and salaries for Private
Labor index, industry workers in All industries and occupations, Index, not
quarterly seasonally adjusted
https://beta.bls.gov/dataViewer/view/timeseries/ClU2020000000000I

Fabrication and | Unitless U.S. BLS, PPI, Data Series PCU811310811310, Commercial

machinery index, machinery repair and maintenance
materials monthly https://beta.bls.gov/dataViewer/view/timeseries/PCU811310811310
Unitless U.S. BLS PPI, Data Series PCU331110331110, Iron and steel mills
Steel index, and ferroalloy mfg, not seasonally adjusted
monthly https://beta.bls.gov/dataViewer/view/timeseries/PCU331110331110
New York U.S. Energy Information Administration, Petroleum & Other Liquids
Harbor Ultra- Data https://www.eia.gov/dnav/pet/PET_PRI_SPT_S1 D.htm, daily
Low Sulfur No | $/gal, daily | price for last trading day of the month
2 Diesel Spot
Price
Copper Cents per COMEX, spot price on last trading day of month for prompt month

Ib, daily https://comexlive.org/copper/

The 22T1 RFI received a robust response of 24 unique submissions, including from ACE NY and
numerous individual renewable energy project developers, with support for allowing optional inflation-
adjustment bids and specific feedback on the appropriate index to use and appropriate baseline index and
milestone adjustment timing. Based on this feedback and additional internal analysis, NYSERDA utilized
an optional inflation adjustment mechanism based on PPI All Commaodities, applying the adjustment to
75% of the bid price, an average of the six months prior to bid submission for setting the starting value,
and an average of the three months before and after the commencement of Construction Activities to set
the milestone value. The RES eligible technologies include land-based and offshore wind, solar,
hydroelectric as well as other technologies, and the adjustment factor approximated inflationary impacts
to all eligible technologies. The full 22T1 inflation adjustment formula is:

IndexT)

RECaqj = RECyiq X (0.25 +075x o

where:
REC,q is the Index REC Strike Price or Fixed REC Price after adjustment

REC;4 is the Index REC Strike Price or Fixed REC Price as submitted with the Bid
Proposal

Indexg is the value of the PPI All Commodities index (U.S. BLS PPI Series ID
WPU00000000, PPI Commodity data for All commaodities, not seasonally adjusted,
https://beta.bls.gov/dataViewer/view/timeseries/\WPUQ0000000) established prior to the
Bid Proposal Submission Deadline

Indexr is the value of the PPI All Commodities index established at the commencement
of Construction Activities
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0.75 is the share of the Index REC Strike Price or Fixed REC Price to which the inflation
adjustment will be applied. The remainder of the Index REC Strike Price or Fixed REC
Price (25%) will not be adjusted.

Indexg will be the average of the last six months or two quarters of published data available prior to the
Bid Proposal Submission Deadline. Indext will be calculated as the average of the monthly or quarterly
values for the six-month period comprising the three months prior to and following the commencement of
Construction Activities.

6.2 Impact of Applying 2022 Adjustment Formulas on Strike Prices

NYSERDA calculated the impact on strike prices of implementing the NY3 and 22T1 adjustment
formulas requested relief described above based on the latest publicly available data for each applicable
index. For those agreements whose proposed milestone adjustment dates have not yet occurred, that is, all
except for those Tier 1 projects which have already commenced Construction Activities, the analysis
presented below does not examine how each of the indices will trend going forward.

The following table presents the baseline index averaging period for each solicitation. For current index
values, the averaging period of February through July 2023 is used for monthly series and January
through June 2023 is used for quarterly series.

Table 17. Baseline Index Averaging Periods for each Solicitation using 2022 Adjustment Formulas

Solicitation Baseline Index Averaging Period

ORECRFP18-1 | July 2018 through December 2018

ORECRFP20-1 | March through August 2020 (monthly series), January
through June 2020 (quarterly series)

3257 November 2015 through April 2016

RESRFP17-1 March through August 2017

RESRFP18-1 February through July 2018

RESRFP19-1 March through August 2019

RESRFP20-1 April through September 2020

RESRFP21-1 February through July 2021

The following tables present the estimated adjusted strike prices associated with the Petitioners’ proposed
mechanisms using the methodology described above.
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Table 18. OSW Estimated Levelized Strike Prices and Strike Price Increases Based on NY3 Formula

Project Or_iginal Strike Adjusted Strike Price | Strike Price
Price ($/MWh) ($/MWh) Increase
Sunrise Wind $110.37 $138.22 +25%
Empire Wind 1 $118.38" $148.26" +25%
Empire Wind 2 $107.50 $147.79 +37%
Beacon Wind $118.00 $162.23 +37%
Portfolio (Wtd. Avg.) $113.40 $149.14 +31%

Table 19. Tier 1 Estimated Strike Prices and Strike Price Increases Based on 22T1 Formula

Technology #_of Or_iginal Strike Ad_justed Strike | Strike Price
Projects | Price ($/MWh) | Price ($/MWh) Increase

3257 Solar 3 $83.15 $107.86 +30%
RESRFP17-1 Solar 10 $77.52 $96.62 +25%
Wind 2 $66.49 $82.66 +24%

RESRFP18-1 Solar 14 $68.26 $82.08 +20%
Wind 2 $67.12 $80.56 +20%

RESRFP19-1 Solar 17 $66.26 $79.83 +20%
Wind 1 $71.59 $86.24 +20%

RESRFP20-1 Solar 15 $53.03 $66.57 +26%
RESRFP21-1 Solar 22 $63.08 $70.36 +12%
Portfolio (Wtd. Avg.) Solar 81 $62.79 $74.55 +19%
Wind 5 $67.63 $82.72 +22%

All 86 $63.56 $75.85 +19%

Both the 22T1 and NY 3 inflation adjustment formulas are linked to the actual commaodity index trends,
and they therefore can result in either an increase in the strike price or a decrease in the strike price,
depending on whether the single (for 22T1) or composite (for NY3) index is higher or lower at the
adjustment milestone than at the time of bid submission. For all projects, the milestone adjustment dates
that would apply using the 2022 solicitations” formulas have not yet occurred. If the applicable indices
decrease from current values prior to the milestone date, the strike price increases would be lower than
those presented here, to the benefit of ratepayers. If the indices decrease below the baseline values, the
strike prices would decrease from their original values, further benefiting ratepayers. Inversely, to the
extent that these indices increase, the strike prices would increase (which could help protect project
economics and allow projects to develop as planned).

Historically, the indices have moved up and down, as shown in the following figures.

"1 Levelized over the contract term, the Year 1 strike price is $99.08/MWh with a 2% annual escalator.

72 Estimated adjusted Year 1 strike price is $124.08/MWh.
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Figure 5. PPI All Commodities Index History (22T1 Index)
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Figure 6. NY3 Composite Index History
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As can be seen from the above analysis and further illustrated in Section 7 below, application of the 22T1
and NY3 formulas would provide a significantly smaller price adjustment than the relief requested by
Petitioners. Accordingly, there is a material risk that applying these formulas would result in a number of

projects being unable to complete development even at adjusted pricing, causing those projects to be
subject to the dynamics described in Section 5 above.

6.3  Impact of Applying a 100% Adjustment Factor to the 2022 Adjustment Formulas

The NY3 inflation adjustment formula includes a total weighting coefficient of 80% applied to the entire
formula, and the 22T1 inflation adjuster formula includes a 75% coefficient.
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NYSERDA analyzed an alternate option where the NY3 and 22T1 formulas were revised to apply a 100%
coefficient, instead of 80% and 75%, respectively. The resulting strike prices would be higher compared
to using the standard NY3/22T1 formulas if there is a net increase across the index or indices and lower if
there is a net decrease across the index or indices. The resulting adjusted strike prices calculated at current
index levels are shown in the following tables. When comparing these results of a 100% coefficient
versus the standard 2022 formulas, the former approach leads to an 8% and 7% additional increase to the
weighted average strike prices of the OSW and Tier 1 portfolios respectively.

Table 20. OSW Estimated Levelized Strike Prices and Strike Price Increases Based on NY3 Formula
at 100%

Project Original Strike Price | Adjusted Strike Price | Strike Price
($/MWh) ($/MWh) Increase
Sunrise Wind $110.37 $145.18 +32%
Empire Wind 1 $118.387 $155.72™ +32%
Empire Wind 2 $107.50 $157.87 +47%
Beacon Wind $118.00 $173.29 +47%
Portfolio (Wtd. Avg.) $113.40 $158.08 +39%

Table 21. Tier 1 Estimated Strike Prices and Strike Price Increases Based on 22T1 Formula at 100%

Technolo Number Original Strike | Adjusted Strike | Strike Price
W | of Projects | Price ($/MWh) | Price ($/MWh) Increase

3257 Solar 3 $83.15 $116.10 +40%
RESRFP17-1 Solar 10 $77.52 $102.98 +33%
Wind 2 $66.49 $88.05 +32%

RESRFP18-1 Solar 14 $68.26 $86.68 +27%
Wind 2 $67.12 $85.04 +27%

RESRFP19-1 Solar 17 $66.26 $84.35 +27%
Wind 1 $71.59 $91.13 +27%

RESRFP20-1 Solar 15 $53.03 $71.09 +34%
RESRFP21-1 Solar 22 $63.08 $72.79 +15%
Portfolio Solar 81 $62.79 $78.47 +25%
(Wtd. Avg.) Wind 5 $67.63 $87.74 +30%
All 86 $63.56 $79.95 +26%

6.4  Policy Considerations Associated with Alternative Formulas

As can be seen in the above analysis and further illustrated in Section 7 below, the application of the 22T1
and NY3 formulas results in significantly smaller strike price increases than Petitioners' requested relief.
If the weighting coefficient is increased to 100%, the difference becomes somewhat smaller based on
current index values, but the formulas and outcomes still differ from Petitioners’ requests.

Accordingly, if either of these alternative formulas, or some alternative price adjustment, is offered to
developers, there is a material risk that some developers may conclude that the offered formula does not

73 Levelized over the contract term. The contract’s Year 1 strike price is $99.08/MWh, which escalates at a fixed
factor of 2% per year.
"4 Estimated adjusted Year 1 strike price is $130.33/MWh.

-37-



sufficiently improve their economics to allow them to proceed. To the extent this happens, the same
dynamics described in Section 5 would apply.

While NYSERDA cannot predict with accuracy how many projects would accept one price adjustment
versus another, NYSERDA does believe that the amount of renewable generation that would need to be
re-procured could be materially higher if the 22T1 and N3 formulas were applied than if the Petitioners'
requested relief were granted.

On the other hand, one potential benefit of applying the formulas used in 22T1 and NY3 is the
consistency it would provide across the portfolio of CES projects. Applying only a single Tier 1 and a
single OSW price adjustment formula for all vintages of projects would be administratively efficient, and,
with respect to future price index changes, would put existing projects on a level footing with any projects
utilizing inflation adjustment that are awarded in 22T1 and/or NY3.

7.  Summary of Potential Impacts of Scenarios Considered

The previous sections presented four different scenarios. Section 4 analyzed the Petitioners’ relief
requests; Section 5 presented expected outcomes of not providing a price adjustment, including the effect
of projects potentially re-bidding in future solicitations; and Section 6 described the effects of applying
the inflation adjustment formulas in NYSERDA’s latest solicitations to the projects that are the subject of
the Petitions, along with an alternate approach that would apply a modified version of those formulas
using a 100% weighting coefficient.

This section summarizes and compares the potential strike price changes, resulting ratepayer impacts, and
potential project attrition outcomes of these various scenarios. Note that this analysis is intended to
produce insights as to the relative cost impacts of the various scenarios examined.

7.1  Strike Price Impacts of Price Adjustment Scenarios

The following tables present the estimated adjusted strike prices associated with the Petitioners’ proposed
mechanisms and the NY3/22T1 mechanisms, based on the methodology described in Sections 4 and 6.

In summary, Sunrise Wind’s requested adjustment results in a 27% increase in strike price, compared to a
26% increase if the NY3 formula were applied, or a 32% increase if the NY3 formula is applied to 100%
of the strike price. Empire/Beacon’s requested adjustment, on the other hand, results in a 55% average
strike price increase across its portfolio of three projects, compared to a 33% adjustment using the NY3
formula, and a 41% increase if the NY3 formula is applied to 100% of the strike prices. ACE NY’s
requested relief results in a 64% average increase in strike price across the Tier 1 portfolio, compared to a
19% increase were the 22T1 formula to be applied, and a 26% increase if the 22T1 formula is applied to
100% of the strike prices.

Further detail comparing the impacts on a project-by-project basis for OSW and based on vintage and
technology for Tier 1 are set forth in Tables 22-25 below.
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Table 22. OSW Estimated Levelized Adjusted Strike Prices ($/MWh)

| oot | " e [ v acgsmen | NV AchE
Sunrise Wind $110.37 $139.99 $138.22 $145.18
Empire Wind 1 $118.38 $159.64 $148.26 $155.72
Empire Wind 2 $107.50 $177.84 $147.79 $157.87
Beacon Wind $118.00 $190.82 $162.23 $173.29
Portfolio $113.40 $167.25 $149.14 $158.08

Table 23. OSW Estimated Levelized Strike Price Increases

Project Petitioner’s Requested Adjustment | NY3 Adjustment | NY3 Adjustment @ 100%
Sunrise Wind +27% +25% +32%
Empire Wind 1 +35% +25% +32%
Empire Wind 2 +66% +37% +47%
Beacon Wind +62% +37% +47%
Portfolio +48% +31% +39%
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Table 24. Tier 1 Estimated Levelized Adjusted Strike Prices ($/MWh)

Number Orig_inal Petitioner’s 2971 _22T1
Technology qf Str_lke Re_quested Adjustment Adjustment
Projects | Price Adjustment @ 100%
3257 Solar 3 $83.15 $127.52 $107.86 $116.10
RESRFP17-1 Solar 10 $77.52 $132.08 $96.62 $102.98
Wind 2 $66.49 $118.09 $82.66 $88.05
RESRFP18-1 Solar 14 $68.26 $112.82 $82.08 $86.68
Wind 2 $67.12 $112.48 $80.56 $85.04
RESRFP19-1 Solar 17 $66.26 $110.17 $79.83 $84.35
Wind 1 $71.59 $113.89 $86.24 $91.13
RESRFP20-1 Solar 15 $53.03 $94.50 $66.57 $71.09
RESRFP21-1 Solar 22 $63.08 $94.25 $70.36 $72.79
Portfolio Solar 81 $62.79 $102.25 $74.55 $78.47
(Wtd. Avg.) Wind 5 $67.63 $115.66 $82.72 $87.74
All 86 $63.56 $104.39 $75.85 $79.95
Table 25. Tier 1 Estimated Levelized Strike Price Increases
Number Orig_inal Petitioner’s 9971 _22T1
Technology of Strike Requested | djustment Adjustment
Projects Price Adjustment @ 100%
3257 Solar 3 $83.15 +53% +30% +40%
RESRFP17-1 Solar 10 $77.52 +70% +25% +33%
Wind 2 $66.49 +78% +24% +32%
RESRFP18-1 Solar 14 $68.26 +65% +20% +27%
Wind 2 $67.12 +68% +20% +27%
RESRFP19-1 Solar 17 $66.26 +66% +20% +27%
Wind 1 $71.59 +59% +20% +27%
RESRFP20-1 Solar 15 $53.03 +78% +26% +34%
RESRFP21-1 Solar 22 $63.08 +49% +12% +15%
Portfolio Solar 81 $62.79 +63% +19% +25%
(Wtd. Avg.) Wind 5 $67.63 +71% +22% +30%
All 86 $63.56 +64% +19% +26%

7.2 Ratepayer Impacts of Price Adjustment Scenarios

The estimated levelized ratepayer impacts associated with these strike price adjustments are shown in the
following tables, on both a percent (%) bill increase, and $/month for residential customers basis. These
estimated values are calculated based on current commodity index values, as well as estimates of future
statewide load and electricity spending consistent with the methodology used in prior ratepayer impact
estimates conducted by NYSERDA. Noting that these estimates are used to illustrate variances between
the three price adjustment approaches, the analysis reflects applying each price adjustment to all projects
for which relief has been requested and does not make any assumptions on attrition.
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Sunrise Wind’s requested relief would increase the project’s ratepayer impacts by 0.33% and residential
monthly bill impact by $0.40/month, compared to 0.31% and $0.37/month if the N'Y 3 adjustment formula
were applied, and 0.38% and $0.47/month if the N'Y3 formula were applied with a coefficient of 100%.
The difference in impacts between the first two options for Sunrise Wind is small because the only
additional relief requested beyond the NY3 formula is inclusion of interconnection cost sharing which
effectuates a 1% increase in strike price.

Empire/Beacon’s requested relief would increase the projects’ ratepayer impacts by a total of 2.20% and
$2.69/month, compared to 1.37% and $1.69/month if the NY3 formula were applied, and 1.72% and
$2.11/month if the N'Y3 formula were applied with a 100% coefficient.

ACE NY’s requested relief would increase the Tier 1 portfolio’s ratepayer impacts by 1.48% and
$1.57/month, compared to an increase of 0.45% and $0.47/month using the 22T1 formula, and 0.59% and
$0.64/month using the 22T1 formula with a 100% coefficient.

Table 26. OSW Estimated Bill Impacts Associated with Strike Price Increases

Project Petltltxlc;ejr;:trF:]i?]Ltjested N3 Adjustment NYS@A%L(J)SO;)ment
Sunrise Wind +0.33% +0.31% +0.38%
Empire Wind 1 +0.39% +0.31% +0.39%
Empire Wind 2 +0.88% +0.50% +0.63%
Beacon Wind +0.93% +0.56% +0.70%
Portfolio (Total) +2.53% +1.68% +2.10%

Table 27. OSW Estimated Monthly Residential Bill Impacts Associated with Strike Price Increases
($/month)

Project Petltliléajru’;rljltzﬂltjested N3 Adjustment NYB@A%%SO}Oment
Sunrise Wind +$0.40 +$0.37 +$0.47
Empire Wind 1 +$0.48 +$0.38 +$0.48
Empire Wind 2 +$1.08 +$0.62 +$0.77
Beacon Wind +$1.14 +$0.69 +$0.86
Portfolio (Total) +$3.10 +$2.06 +$2.58
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Table 28. Tier 1 Estimated Bill Impacts Associated with Strike Price Increases

T1 Solicitation Pet|t|(')0[1;_r’s Requested 2 2T1 Adjzuzs-trrrlwnt

justment Adjustment @ 100%
3257 +0.01% +0.01% +0.01%
RESRFP17-1 +0.27% +0.09% +0.12%
RESRFP18-1 +0.28% +0.09% +0.11%
RESRFP19-1 +0.25% +0.08% +0.10%
RESRFP20-1 +0.31% +0.10% +0.14%
RESRFP21-1 +0.36% +0.08% +0.11%
Portfolio (Total) +1.48% +0.45% +0.59%

Table 29. Tier 1 Estimated Monthly Residential Bill Impacts Associated with Strike Price Increases
($/month)

T1 Solicitation Pet't'%g’s Requested 2 2T1 Adjzuzs-{rilent

justment Adjustment @ 100%
3257 +$0.01 +$0.01 +$0.01
RESRFP17-1 +$0.29 +$0.09 +$0.13
RESRFP18-1 +$0.29 +$0.09 +$0.12
RESRFP19-1 +$0.27 +$0.08 +$0.11
RESRFP20-1 +$0.33 +$0.11 +$0.15
RESRFP21-1 +$0.37 +$0.09 +$0.12
Portfolio (Total) +$1.57 +$0.47 +$0.64

7.3 Comparison of Overall Impacts of Studied Scenarios

As discussed in Section 5, providing no relief to Petitioners could lead many projects to elect to not
complete development at their current costs and seek to terminate their NYSERDA contracts and re-bid
into future solicitations. While it is impossible to predict future bid prices accurately, NYSERDA can
confirm that median bid prices from proposals received in 22T1 and NY 3 are significantly higher than in
prior solicitations. And given the analysis that predicts higher bid prices being maintained in the near and
medium term, and the low likelihood for deflationary market dynamics to lead to cheaper bid prices in
that timeframe, it is reasonable to assume that the higher pricing levels observed in the latest solicitations
represent the best available estimate of general pricing trends in future bids.”

From the analysis presented earlier, it is also clear that in comparing the various price adjustment options
(as illustrated in the table below) that the relief requested by ACE NY and Empire/Beacon represent the
highest increase to strike prices of the potential adjustments reviewed, but the greatest potential relative to
the number of projects able to complete development without further delays due to project economics.
The 22T1/NY3 formulas would increase strike prices and ratepayer costs less than the other options
presented, but with the expectation that fewer projects would proceed in comparison to the more

5 As noted in Section 5, NYSERDA does not publicly disclose bid price information, and any quantitative
presentation of expected strike price and ratepayer cost impacts would be tied to that bid price. Accordingly,
quantitative potential strike price and ratepayer cost impact details are included in Appendix C, which is redacted.
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expensive relief requests. The 22T1/NY3 formulas with a 100% coefficient would incur a relatively
higher increase in strike prices and ratepayer costs in comparison to the standard 22T1/NY 3 formulas but
could further limit attrition. It is relevant to note that these estimates are directional, and it is important to
underline the uncertainty of the cost impacts and attrition outcomes of the 22T1/NY 3 formulas (standard
and 100% coefficient). That uncertainty is driven by two factors: the exact number of projects that would
not be able to proceed with an inflation adjuster offer is uncertain, and the exact prices that these projects
would rebid at in the future, should they so choose, is uncertain as well.

Table 30. llustrative Comparison of Price Adjustment Scenarios Analyzed

. Strike Price and Ratepayer Projects Able to Move
Scenario
Cost Forward
$ $ $ ++ +

Relief Requested by Petitioners Presumably enables all projects to

Highest cost of adjustment
move forward

+
Application of 22T1 and NY3 $

formulas Lowest cost of adjustment Some projects expected to not
move forward

$3 ++

Application of 22T1 and NY3 Higher cost adjustmentthan  More projects may move forward
formulas with 100% coefficient  25T1/NY3 formulas, lower than  than 22T1/NY3 formulas, but less
relief requested than relief requested

7.4  Synthesis and Discussion: Key Considerations

As noted in Section 4 above, applying a price adjustment to existing contracts would deviate from the
primary method established by the Commission for establishing pricing of CES contracts, which is
through competitive solicitations. Such a step should be taken only in appropriate circumstances and with
care to design an adjustment that properly reflects the applicable issues and fairly allocates foreseeable
risks to developers.

The Commission has previously ordered an adjustment to the pricing of existing CES contracts under the
index REC conversion process, in which the Commission authorized NYSERDA to offer index REC
pricing to projects that had been selected competitively based on fixed REC price bids.”® Under index
REC pricing, ratepayers benefit through lower REC prices when energy and capacity prices are high. The
conversion was designed with the goal of reducing total cost to ratepayers by targeting strike prices
expected to be, on the portfolio level, lower than the sum of energy and capacity prices plus the fixed
REC prices that were in place prior to the conversion. While the conversion process by its nature
reallocated some material economic risks related to energy and capacity market prices, the Commission
nonetheless determined that the step was appropriate and in the best interests of ratepayers.

76 Case 15-E-0302, Proceeding to Implement a Large-Scale Renewable Program and a Clean Energy Standard,
Order Authorizing Voluntary Modification of Certain Tier 1 Agreements (issued and effective November 20, 2020).
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In the current circumstances, a price adjustment of some degree to the CES contracts at issue in the
Petitions could also be warranted for five reasons:

First, certain market-wide developments and macroeconomic issues described in Section 3 were material
and unforeseeable, meaning that they could not have reasonably been built into the prices bid into prior
solicitations. Accordingly, applying an adjustment designed to adjust specifically for those matters would
not undermine the competitiveness of prior solicitations or harm non-awardees in prior solicitations, nor
would it be expected to provide a windfall to developers given that a well-designed price adjustment
would correlate with actual cost exposures faced by projects.

Second, as described in Section 5, if no price adjustment is made, progress to Climate Act targets would
be slowed, opportunities to realize earlier grid reliability and health benefits, as well as substantial
economic development, would be missed.

Third, as described in Sections 5 and 7, there is a significant risk that the portfolio of renewable energy
generation that would need to be re-procured in the event that projects are unable to move forward could
be priced higher than the pricing of existing projects after applying a price adjustment (depending on the
specific price adjustment applied).

Fourth, the nature of a price adjuster that is based on dynamic indices is that it is designed to adjust based
on market dynamics moving forward, which strengthens project viability and benefits to ratepayers. The
inclusion of a price adjustment formula would insulate projects from future inflation, meaning that
projects would not need to petition the Commission for similar issues in the future. Inversely, the
adjustment formula would allow ratepayers to benefit if inflationary trends reverse going forward.

Fifth, inflation adjustment mechanisms were included in the 22T1 and NY 3 solicitations, so the
application of a price adjustment that implements similar principles would be consistent with the
approach taken in the most recent iteration of CES solicitations.

Sections 4, 6 and 7 describe potential price adjustment mechanisms that could be applied. As noted in
those sections, the mechanisms proposed by the developers appear designed to allow all projects to move
forward with their as-adjusted pricing. However, as further set forth in Section 4, there are aspects of the
proposed mechanisms that may be less appropriate. Another approach could be to apply the 22T1 and
NY 3 inflation formulas, but applying those would risk some project attrition. Applying the 22T1 and
NY3 inflation formulas but with a 100% weighting coefficient would reduce project attrition but also
would shift more inflation risks to ratepayers than were contemplated in the design of those formulas.

8. Additional Policy Considerations

8.1 Method for Providing a Price Adjustment

If the Commission concludes that an adjustment should be provided, NYSERDA suggests that the
Commission’s orders should enumerate any required terms that NYSERDA should include as conditions
to offered contract amendments that implement the adjustment, to provide critical certainty to the market
and avoid the need for further substantive negotiation.

Once the Commission issues orders on these matters that clearly states the path forward, regardless of
what path the Commission settles upon, each project’s developer will have much-needed clarity that
should enable them to continue development apace or take other steps such as project sale or termination
if the developer concludes that it cannot build and operate the project economically in light of the
Commission’s decision. This clarity will also enable developers that conclude they are unable to proceed
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with certain projects under existing pricing to prepare their bids into future NYSERDA solicitations,
should they so choose.

8.2  Eligibility Considerations

It could be reasonable to implement an eligibility screen that would make any Project that already issued
full notice to proceed’” to construct the facility (and therefore had locked in its costs) prior to the recent
inflationary pressures described in the Petitions and above ineligible for a price adjustment, as the
adjustment mechanisms under discussion are based upon comparison of select indices at the time of bid
and at the time of issuing full notice to proceed to construct the facility. NYSERDA therefore suggests
that, if the Commission approves an adjustment and determines that such an eligibility screen is
appropriate, that the Commission set forth in the order for an adjustment a specific cut-off date which
would exclude any project that issued full notice to proceed to construct the facility prior to that date from
an adjustment.

Further, in defining appropriate price adjustment eligibility should it elect to do so, the Commission could
consider contract status as a factor. As described above, the awardees of the Tier 1 2021 solicitation had
not signed their contracts at the time the Petitions were filed, and thus differing consideration may be
warranted.

8.3 Potential Additional Contract Terms

If the Commission elects to provide an adjustment to existing contracts, it could be reasonable for the
adjusted contracts to be modified to include additional terms that protect ratepayers and reflect current
market conditions. While NYSERDA can formulate appropriate specifics of these terms, it would be
helpful for the Commission to enumerate a list of terms that should be included in these contract
modifications, to provide clarity to both NYSERDA and its counterparties. This clarity could help limit
the risk of drawn-out negotiations that would delay implementation of Commission policy and potentially
undermine the purpose of an adjustment authorized by the Commission.

The below list comprises terms that the Commission may wish to consider instructing NYSERDA to
include in a contract modification if the Commission decides to approve a price adjustment. Roughly the
level of specificity set forth below could be appropriate to include in Commission orders.

A. Updated Milestone Deadlines. A major purpose of a price adjustment would be to ensure that projects
can continue to be developed and built on schedule to ensure Climate Act goals are met, GHG
emissions are reduced, reliability benefits are achieved and supply chain bottlenecks are mitigated.
Accordingly, the Commission could require NYSERDA to include updates to project development
milestones that are both achievable and consistent with these goals. These milestones could include
both deadlines for reaching commercial operation and, where appropriate, additional deadlines for
interim project development milestones to ensure that projects remain on schedule.

B. Increased Contract Security. When entering into contracts with NYSERDA, developers are required
to post contract security in the form of cash, letters of credit, and, for certain types of projects,
corporate guaranties. NYSERDA'’s contracts provide that this contract security will be forfeited if
project development milestones are not met. The amount of contract security was set at the time

7 “Full notice to proceed” for this purpose can be defined as means an unequivocal authorization from the Seller
(project owner), or its representative, to its general contractor (or in the event that there is no general contractor to
all material third party contractors) to construct the entire Bid Facility (at a minimum of 80% of the Bid Capacity),
as opposed to a limited notice to proceed with only a subset of the work such as site preparation and/or site civil
work.
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solicitations were issued, and the amounts were set in part to avoid overly burdening developers and
increasing bid prices and costs to ratepayers. In the current context, however, increasing contract
security could be an appropriate step to ensure that developers are adequately incentivized to continue
development apace. The exact amount of increased contract security could be determined by
NYSERDA in consultation with DPS staff based on a review of practices in other jurisdictions and
consideration of appropriate economic incentives in the New York context (the nature of the increase
for Tier 1 projects could, but may not necessarily, differ from the increase for OSW projects).

Sharing of Federal Support. As further discussed below, numerous new opportunities for renewable
energy projects to access federal support (including tax credits) have been introduced recently, but the
ability of projects to qualify for this support remains subject to substantial uncertainty. In light of this,
it could be appropriate to include a provision that would share the benefits of this potential but
currently uncertain federal support with ratepayers.

Many federal incentives for renewable energy projects were already available and known at the time
bid prices were formulated and committed to in past solicitations. However, recent developments at
the federal level, including passage of the Inflation Reduction Act, have created new types of support
that were not previously contemplated. This support can be substantial. For example, the IRA added
two new “bonus” provisions to the investment tax credit available to renewable energy projects, each
of which, if qualified for, would provide an additional tax credit equal to 10% of the project’s total
qualifying investment.

However, despite recent issuance of guidance on these additional bonuses by the IRS, the ability of
projects to qualify is still not clear in many circumstances. For example, a project may not know at
this stage whether it will be able to incorporate adequate domestic content into its project
procurement to qualify for the domestic content bonus. As another example, some projects could
potentially qualify for the energy community bonus if their sites meet the Inflation Reduction Act’s
definition of a brownfield, but because this definition is very fact-specific and refers to environmental
assessments that may not yet have been carried out, many projects reasonably do not yet know
whether they will qualify.

In light of this remaining uncertainty, the 2022 OSW solicitation included a new “qualifying federal
support” provision which provided that any federal support provided through future legislation, as
well as federal support provided under the domestic content and energy communities bonuses
established by the Inflation Reduction Act, would be subject to a sharing mechanism in which a
portion of the benefits of such support would be applied to a reduction in the contract price. The
Commission could require NYSERDA to include a similar provision to be added to existing contracts
in conjunction with a price adjustment, and NYSERDA could tailor the provision to current market
circumstances. The provision would likely differ between Tier 1 and OSW but would be designed to
achieve the same fundamental purpose.

In addition, both Tier 1 and OSW projects could potentially be eligible for low-cost financing from
the Department of Energy’s Loan Program Office (LPO). With the increase in interest rates in recent
years, low-cost financing from the LPO could potentially benefit some projects significantly. In
conjunction with an adjustment that the Commission authorizes NYSERDA to offer, the Commission
could require that provisions be added to the affected contracts that would share the benefits of low-
cost LPO financing with ratepayers on a similar basis as described above and to require developers to
take reasonable steps to pursue low-cost LPO financing and report on progress.
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The purpose of these provisions would be to ensure that a reasonable portion of any support provided
by the federal government that was not already built into projects’ expectations would be applied to
reduce projects prices and thus mitigate the increase in prices effected by a price adjustment.

D. Adjusted Economic Benefits. The same inflationary pressures that have impacted costs as described
above also apply to the quantum of economic benefits provided to New York State. As with pricing,
economic benefits commitments were submitted by bidders in nominal dollars, based on their
projections of costs at that time. If the Commission concludes that a price adjustment is warranted, it
would be logical for the nominal amount of committed economic benefits to be adjusted as well, in
recognition of inherent increased spending amounts. The adjustment may not be a 1:1 match with a
price adjustment, however, given that some of the increased costs stem from prices for equipment and
goods that are sourced outside of New York State. Imposing too high an increase in minimum
economic benefits could further burden project economics, potentially undermining the purpose of
granting an price adjustment. Accordingly, in conjunction with authorization of an adjustment, the
Commission could order NYSERDA to determine an appropriate, but not overly burdensome,
adjustment in minimum economic benefits that would be applied to projects in a certain category (for
example, the nature of the adjustment for Tier 1 projects could, but may not necessarily, differ from
the adjustment for OSW projects).

E. MWBE and SDVOB Provisions. The 22T1 and NY 3 solicitations included new requirements to
maximize opportunities for minority and women owned business enterprises (MWBES) and service-
disabled veteran owned businesses (SDVOBSs) and to document these efforts, as well as other related
reporting requirements, in ongoing progress reports. The Commission could require that analogous
provisions be incorporated in a price adjustment offer.

F. Offshore Wind Interconnection Savings Sharing. Recognizing the dynamic nature of offshore wind
interconnection plans and costs, this provision would require that a portion of savings compared with
the expected costs of interconnection for offshore wind projects be applied to a reduction in the
contract price. This provision was already included in the 2022 offshore wind solicitation, so it could
be adapted for this purpose. For clarity, this provision is distinct from the requested interconnection
cost-sharing provisions requested by the Sunrise and Empire/Beacon Petitions.

8.4 Interaction with Capacity Accreditation Petition

On June 29, 2023, NYSERDA filed a Petition Regarding Capacity Accreditation with the Commission
(Capacity Accreditation Petition).”® In the Capacity Accreditation Petition, NYSERDA proposes a
revision to the Reference Capacity Price formula included in existing and future OSW and Tier 1
agreements to account for changes to long-term capacity revenue expectations associated with revisions
to the Market Administration and Control Area Services Tariff proposed by NYISO and approved by
FERC to adopt a marginal capacity accreditation market design. In conjunction with the change to the
Reference Capacity Price formula, NYSERDA also proposes a methodology for adjusting the Index
(O)REC Strike Prices of existing agreements and agreements awarded in response to pending RFPs based
on a comparison of submitted UCAP Production Factors relative to proposed technology-specific default
UCAP Production Factors. The Index (O)REC Strike Price adjustments would be an adder (or subtractor)
based on the difference in the levelized Reference Capacity Price using the respective UCAP Production
Factors and are not a function of the initial Index (O)REC Strike Prices. If both a price adjustment (in
response to the Petitions) and a capacity accreditation adjustment are implemented, NYSERDA proposes

78 See Case 15-E-0302, Proceeding to Implement a Large-Scale Renewable Program and a Clean Energy Standard,
Petition Regarding Adjustment to Index REC and Index OREC Formulas for New Capacity Accreditation Rules,
(filed June 29, 2023).
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to apply the inflation adjustment first, because it is a function of the initial Index (O)REC Strike Price,
and then to apply the capacity accreditation adjustment:

(0)REC44j = (O)REC4qj14 + (O)RECyqq4erca

where:

(O)REC 4 is the Index (O)REC Strike Price after both any price adjustment and the
capacity accreditation adder have been applied

(O)REC.4i14 1S the Index (O)REC Strike Price after any price adjustment has been applied
in accord with Commission action in response to the Petitions

(O)REC 4azerca 1S the adder or subtractor associated with Commission action in response
to the Capacity Accreditation Petition

This avoids applying the price adjustment multiplier to the capacity accreditation adder or subtractor,
which is not related to inflation but only to the change in NYISO market rules.

8.5  Approach to Clean Path New York

On June 14, 2023, CPNY submitted a petition requesting relief analogous to that requested by ACE NY
with respect to CPNY’s generation portfolio (the petition does not request any adjustment associated with
the costs of the associated new transmission line). As stated in that petition, CPNY’s generation portfolio
consists of resources that either have Tier 1 contracts with NYSERDA or are eligible to be awarded
contracts in future Tier 1 solicitations. Accordingly, CPNY’s generation portfolio is subject to the same
dynamics described above. Additionally, to the extent that Tier 1 projects are provided a price adjustment
and no adjustment is provided to CPNY, those generation projects would no longer have an economic
incentive to remain part of CPNY’s portfolio.

The petition further states that any adjustment provided to CPNY should be designed to avoid negative
additional impacts on ratepayers. According to CPNY’s petition, this can be achieved because, without an
adjustment, the Tier 1 generators would be paid an increased Tier 1 price for their entire generation,
whereas if CPNY is adjusted as well, those generators would simply divide their generation between Tier
1 and CPNY. With no adjustment being provided to the transmission component of CPNY’s Tier 4 REC
price, ratepayers should in theory be indifferent between the generator being paid the adjusted generation
price by CPNY and the adjusted Tier 1 price.

While an understandable argument in theory, the mechanism to effectuate the results described above
cannot be designed or evaluated until the Commission’s decision with respect to the ACE NY petition is
known. For this reason and due to the additional complexity inherent in the CPNY project (which is
further described in NYSERDA’s Capacity Accreditation Petition), how any potential adjustment to the
CPNY price could be effectuated is dependent on the outcome of ACE NY’s Petition and should be
proposed to the Commission for consideration after the Commission has issued its decision on that
Petition.

8.6  Future Solicitations

NYSERDA is carefully monitoring market conditions and examining recent enhancements to Tier 1 and
OSW solicitations, including the optional inflation adjusters discussed previously, to assess their efficacy
in mitigating uncertain market conditions and attracting the most economical bids possible. Additional
adjustments in future solicitations may also be warranted based on the continued evolution of market
conditions, the effectiveness of recent enhancements and the Commission’s decisions with respect to the
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Petitions and the lessons learned from them. Accordingly, NYSERDA is working with and will continue
to work with DPS staff to evaluate what adjustments should be made to future solicitations.
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Appendix A: Tier 1 Awarded Projects

Bid Bid
Capacity Quantity
(MW) (MWh)

Renewable
Technolog

Solicitation
Name

Project
Status

Project Name

Buffalo BioEnergy 2554 Biogas - ADG West Operational 1.24 4,750
Land Based
Arkwright Summit 2985 Wind West Operational 75.58 229,873
Land Based
Jericho Rise 2985 Wind North Operational 73.81 206,272
Land Based Under
Ball Hill 3084 Wind West Development 100 269,877
Fulton Unit 2 3084 Hydroelectric  Central Operational 0.45 3,819
Lyons Falls Mill Mohawk
Hydro 3084 Hydroelectric  Valley Cancelled 5.23 27,409
Morgan Stanley New York
Headquarters 3084 Fuel Cell City Operational 0.75 6,324
New York
NYC Biogas 3084 Biogas - ADG City Cancelled 9.12 10
Mohawk
Belfort Unit 3 3257 Hydroelectric  Valley Operational 0.34 1,975
Under
Coeymans Solar 3257 Solar Capital Development 20 36,084
Land Based
Eight Point Wind 3257 Wind Central Operational 101.2 313,825
Fulton Unit 1 3257 Hydroelectric  Central Operational 0.87 6,968
Mohawk
Glen Park 3257 Hydroelectric  Valley Operational 6.82 32,166
Hudson Under
Greene County 1 3257 Solar Valley Development 20 36,084
Hudson Under
Greene County 2 3257 Solar Valley Development 10 18,042
Hecate Energy Hudson
Greene County 17 3257 Solar Valley Cancelled 47.49 85,699
North Division
Street Dam
Hydroelectric Mohawk
Facility 3257 Hydroelectric  Valley Operational 0.55 1,959
Number Three Land Based Mohawk
Wind Farm 3257 Wind Valley Operational 105.8 278,500
Regen DG Project 3257 Fuel Cell Dunwoodie Operational 1 6,442
Hudson
Swinging Bridge 3257 Hydroelectric  Valley Operational 2.07 4,794

8 Hecate Energy Greene County 1 was replaced by a phased project consisting of Coeymans Solar, Greene County

1 and Green County 2, consistent with the projects’ interconnection and permitting processes.
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Tannery Island -
Tannery Island
Hydro

Alle-Catt Wind
Farm

Baron Winds®
Baron Winds |
Baron Winds Il
Blue Stone Solar

Bluestone Wind
Branscomb Solar
Darby Solar
Double Lock Solar

East Point Energy
Center

Flint Mine Solar
Greene County
Energy Properties

Grissom Solar
High River Energy
Center

Janis Solar
Java Solar Energy
Center

Little Pond Solar
Lyons Falls Mill
Redevelopment

Magruder Solar

Pattersonville
Puckett Solar
Regan Solar

Rising Solar

3257 Hydroelectric

RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1
RESRFP17-1
RESRFP17-1
RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1
RESRFP17-1

RESRFP17-1
RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1

RESRFP17-1
RESRFP17-1
RESRFP17-1

RESRFP17-1

Rock District Solar RESRFP17-1

Shepherd's Run
Solar

RESRFP17-1

Land Based
Wind
Land Based
Wind
Land Based
Wind
Land Based
Wind
Solar
Land Based
Wind
Solar

Solar
Solar

Solar
Solar

Solar
Solar

Solar
Solar

Solar
Solar
Hydroelectric
Solar

Solar
Solar
Solar

Solar
Solar

Solar

Mohawk
Valley

West
Central
Central

Central
Hudson
Valley
Mohawk
Valley
Capital
Capital
Capital

Capital
Hudson
Valley
Hudson
Valley

Capital

Capital
Central

West
Hudson
Valley
Mohawk
Valley
Hudson
Valley

Capital
Central
Capital
Hudson
Valley

Capital

Capital

Operational
Under
Development

Cancelled

Operational
Under
Development

Cancelled
Under
Development
Operational
Operational
Cancelled
Under
Development
Under
Development
Under
Development
Operational
Under
Development

Operational

Cancelled
Under
Development

Cancelled

Cancelled
Under
Development
Operational
Operational

Cancelled
Under
Development
Under
Development

0.16

339.78

272

121.8

112.5

19.99

121.8
19.99
19.99
19.39

50

100

19.9
19.99

90
19.99

1.53

19.99

3.28

19.99

19.99
19.99
19.99

20

19.99

60

827
977,474
748,174
354,417
272,706

27,493

392,644
38,472
36,774
32,103

109,631
174,412

26,149
33,972

167,141
35,898

2,039
37,649
20,062
35,022

40,503
33,271
35,548

32,184
33,884

111,164

8 Baron Winds as awarded was replaced by a phased project comprised of Baron Winds | and Baron Winds I1,
consistent with permitting outcomes.



Sky High Solar
Sunny Knoll Solar

Tayandenega Solar

Bakerstand Solar 1
Canisteo Wind &

Storage®
ELP Stillwater
Solar

Excelsior Energy
Center - Solar +

Storage 2

Hannacroix Solar

Facility

Heritage Wind

High Bridge Wind

and Battery

Horseshoe Solar

Manchester Solar

Mohawk Solar

Morris Ridge Solar

Roaring Brook
Wind

SED Dog Corners

Solar

SED Hills Solar

SED Skyline Solar RESRFP18-1
SED Watkins Road

Solar 1

Silver Lake Solar
SunEast Clay Solar RESRFP18-1

Trelina Solar
Energy Center

RESRFP17-1
RESRFP17-1

RESRFP17-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

RESRFP18-1

Solar
Solar

Solar
Solar
Land Based
Wind

Solar

Solar
Solar
Land Based
Wind
Land Based
Wind
Solar
Solar
Solar
Solar
Land Based
Wind
Solar
Solar
Solar

Solar

Solar
Solar

Solar

Central
Capital

Capital
West
Central
Capital
Genesee
Hudson
Valley
Genesee
Mohawk
Valley
Genesee
Central
Capital
Central
Mohawk
Valley
Central
Mohawk
Valley
Mohawk
Valley
Mohawk
Valley

Central
Central

Central

Under
Development
Cancelled
Under
Development
Under
Development

Cancelled
Under
Development

Under
Development

Cancelled
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development

Operational
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development

Cancelled
Under
Development

19.99
19.39

19.99

19.99

290

19.99

280

4.99

147

99

180

19.99

90.5

177

77.7

19.99

19.99

19.99

19.99

24.99
19.99

80

36,248
32,613

37,106
27,703
894,221

32,396

591,615
10,342
393,100
308,737
368,971
40,223
200,321
319,920
229,329
37,999
37,999
35,022
37,999

38,200
35,022

156,629

81 NYSERDA and NYPA (RFP Q17-6164MH) issued simultaneous solicitations for the purchase of renewable
energy certificates or renewable energy, capacity, and certificates, respectively. On January 30, 2019, NYPA’s
Trustees approved the award of a 20-year power purchase agreement to 290 MW Canisteo Wind Energy LLC for
energy, capacity and renewable energy certificates and the project elected to proceed under that award. Accordingly,
this project is not included in CES project attrition.



Watkins Glen Solar Under

Energy Center RESRFP18-1 Solar Central Development 50 106,784

Bald Mountain Under

Solar RESRFP19-1 Solar Capital Development 19.99 33,446

Cohocton Wind Land Based

Project RESRFP19-1 Wind Central Operational 35.75 97,083

ELP Ticonderoga Under

Solar RESRFP19-1 Solar Capital Development 19.99 36,798

Garnet Energy Under

Center Storage 1 RESRFP19-1 Solar Genesee Development 200 453,768

Greens Corners Mohawk Under

Solar RESRFP19-1 Solar Valley Development 120 194,472
Under

Martin Rd Solar RESRFP19-1 Solar West Development 19.99 33,096

North Side Energy Under

Center RESRFP19-1 Solar North Development 180 367,394

Prattsburgh Wind Land Based Under

Farm RESRFP19-1 Wind Central Development 145 449,651

Mohawk  Under

Sandy Creek Solar RESRFP19-1 Solar Valley Development 19.99 37,649

South Ripley Solar Under

and Storage RESRFP19-1 Solar West Development 270 404,449

Steel Winds Wind Land Based

Farm RESRFP19-1 Wind West Operational 478 14,362

Steel Winds Wind Land Based

Farm 2 RESRFP19-1 Wind West Operational 2.57 7,707

SunEast Fairway Mohawk  Under

Solar RESRFP19-1 Solar Valley Development 19.99 36,248

SunEast Flat Hill Mohawk  Under

Solar RESRFP19-1 Solar Valley Development 19.99 36,423

SunEast Grassy Mohawk  Under

Knoll Solar RESRFP19-1 Solar Valley Development 19.99 36,949

SunEast Highview Under

Solar RESRFP19-1 Solar West Development 20 31,361

SunEast Hilltop Under

Solar RESRFP19-1 Solar Capital Development 19.99 38,175

SunEast Limestone Under

Solar RESRFP19-1 Solar Capital Development 19.99 36,073

SunEast Tabletop Under

Solar RESRFP19-1 Solar Capital Development 80 145,066

SunEast Valley Under

Solar RESRFP19-1 Solar Central Development 19.99 37,124
Under

West River Solar RESRFP19-1 Solar Capital Development 19.99 33,446

Alabama Solar

Park RESRFP20-1 Solar Genesee Cancelled 130 258,508

Chasm Falls RESRFP20-1 Hydroelectric North Operational 1.6 5,999
Under

Cider Solar Farm RESRFP20-1 Solar West Development 500 928,560



Clear View Solar

Dolan Solar

Great Gully Solar
Farm (formerly

Delight Farm)

Harvest Hills Solar
(Formerly Milliken

Solar)
Hatchery Solar

Hawthorn Solar
Highbanks Solar

Homer Solar
Energy Center

Mill Point Solar

Moraine Solar
Energy Center
Orleans Solar
Rutland Center
Solar 1

Somers Solar

SunEast Augustus

Solar

SunEast Flat Creek

Solar

SunEast Flat Stone

Solar

SunEast Kingbird

Solar

SunEast Transit

Solar

Tracy Solar Energy

Center

Alfred Oaks Solar

Bear Ridge Solar
Columbia Solar

Energy Center

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1
RESRFP20-1

RESRFP20-1
RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1
RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP20-1

RESRFP21-1

RESRFP21-1

RESRFP21-1

Easton Solar Farm RESRFP21-1

ELP Rotterdam

Solar

ELP Stuyvesant

Solar

RESRFP21-1

RESRFP21-1

Solar

Solar

Solar

Solar
Solar

Solar
Solar

Solar

Solar

Solar
Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Central

Capital

Central

Central
Central

Capital
Central

Central
Mohawk
Valley

Central

Genesee
Mohawk
Valley

Capital
Mohawk
Valley
Capital
Mohawk
Valley
West
West
Mohawk
Valley
Central
West
Mohawk
Valley
Capital
Capital

Capital

Cancelled
Under
Development

Cancelled

Under
Development
Cancelled
Under
Development
Cancelled
Under
Development
Under
Development
Under
Development
Cancelled
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development

19.99

19.99

16.8

200

19.99

19.99
19.99

90

250

SR
200

110.2

19.99

19.99

200

19.99

19.99

19.99

119

100

100

350

20

19.99

19.99

40,822

40,276

31,052

394,200
40,626

39,400
43,603

168,718
497,130

183,568
381,936

208,516
37,649
39,225

415,224
38,175
38,875
41,502

236,634

183,960

181,332

646,926
38,369
41,327

35,898



Foothills Solar
Farm

Fort Covington
Solar Farm

Fort Edward Solar

Farm

Harvest Hills Solar

2

RESRFP21-1

RESRFP21-1

RESRFP21-1

RESRFP21-1

Mill Point Solar 2 RESRFP21-1

Moss Ridge Solar

Newport Solar
Farm

Rich Road Solar

Energy Center

Ridge View Solar

Energy Center

Roosevelt Solar

RESRFP21-1

RESRFP21-1

RESRFP21-1

RESRFP21-1

RESRFP21-1

Scotch Ridge Solar RESRFP21-1

Stern Solar

SunEast Flat Creek

Solar 11
SunEast Scipio
Solar

RESRFP21-1

RESRFP21-1

RESRFP21-1

Yellow Barn Solar RESRFP21-1

York Run Solar

134 Projects

RESRFP21-1

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Solar

Capital
North
Capital
Central
Mohawk
Valley
Mohawk
Valley
Mohawk
Valley
Mohawk
Valley
West
North
Capital
Capital
Capital
Central

Central

West

Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development
Under
Development

40
250
100
100
100

60
130
240
350
19.9
20

19.99

100
18
160

90
9,652

75,336
473,040
192,720
202,356
197,100

86,198
244,842
456,221
665,322

39,397

40,296

41,700
193,596

32,167
299,886

174,520

20,602,431



Appendix B: Industrial Economics Report

(Attached)





































































































































































































































































Appendix C: Confidential Information Regarding Bid Prices in NYSERDA Solicitations

(The contents of this Appendix are redacted)
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